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ENERGY ECONOMICS BRAZIL 


REPLACEMENT OF OIL BY COAL, OTHER ENERGY SOURCES DISCUSSED 
Rio de Janeiro JORNAL DO BRASIL in Portuguese 9 Oct 81 p 18 


[Text] The advantages of energy from carboniferous sources compared to that from 
petroleum were presented yesterday at the seminar "Southern Routes" by experts 
and secretaries of state who participated in the panel "Energy Policy and the 
States of the South." Rio Grande do Sul Secretary of Mines and Energy Romeu 
Ramos made comparisons in which savings from the use of coal for energy are from 
52 to 53 percent when compared to the cost of petroleum. 


According to Romeu Ramos’ estimates, a boiler using fuel oil costs from 24,435 
to 27,693 cruzeiros per equivalent ton of petroleum measured by the energy power 
consumed. The same boiler fueled by coal consumes between 11,380 and 13,130 
cruzeiros to generate an equivalent amount of energy. 


Santa Catarina Secretary of Planning Ingo Zadrozny said that the southern region 
is going to produce more than 6 million tons of coal with an average ash content 
of 40 percent in 1981. This is the equivalent of a saving of 2 million tons 

of petroleum valued at $500 million at $35 per barrel. 


The director of the Auxiliary Company of Brazilian Electric Power Companies 
[CAEEB], Danilo Montenegro, said in a lecture that savings from the substitution 
of coal for fuel oil in the first half of 1981 was 22 billion cruzeiros. 


Rio Grande do Sul Secretary Concentrates on Demand and Eschews Imports 


The production of coal in Rio Grande do Sul will reach 2,925,000 tons this year 
and the estimate for 1985 is 17,150,000 tons, according to Secretary of Energy, 
Mines and Communications of the state, Romeu Ramos who said: "Everyone must 
become aware that we are structured for attending to the demand for energy- 
producing coal without the need to import it, as has been said." 


The Rio Grande do Sul secretary was one of the speakers on the panel which made 
an evaluation of the energy policy applied in the states of the south. He said 
that transportation is the "great bottleneck" in the commercialization of future 
production, suggesting river transportation as an alternative. Romeu Ramos 
declared that in 1980 Rio Grenade do Sul saved 160,000 tons of fuel oil by replac- 
ing them with coal and his estimate for this year is of an even greater saving. 





Coal Production 


In his talk Secretary Romeu Ramos spoke of the growth and prospects of Rio Grande 
do Sul coal production. Last year it reached 2,528,000 tons; this year it should 
reach 2,925,000 tons and in 1982 it will reach 4,345,000 tons, practically doub- 
ling in 1983 and finally reaching the 17,150,000 tons forecast for 1985. 


Of the mines worked by the Companhia Riograndense de Mineracao, that of Candiota 
in Bage is now producing 600,000 tons per year and with the expansion plan it 


should rise to 28.8 million tons annually. Its open pit reserves are estimated at _ 


1.2 billion tons. The Irui mine in the same region, which produces 60,000 tons 
per month (720,000 per year), also in an open pit operation, should reach 
1,560,000 tons per year. 


The secretary also reported that the Leao II mine in Butia is in the process of 
being established and in 1985 should be producing nearly 2.5 million tons per year. 
The Leao I mine, also in Butia, produced 440,000 tons in 1980 but should extract 
600,000 tons this year. In addition to the mines worked by the Companhia Rio- 
grandense de Mineracao, there is also the Recreio mine with a production this 

year estimated at 1,630,000 tons; that of Yaxinal, which in 1983 should produce 
900,000 tons; that of Carqueadas in Sao Jeronimo, waich this year will produce 
another 350,000 tons. 


Romeu Ramos also said that Rio Grande do Sul will sell 300,000 tons of coal out- 
Side the state this year, increasing those sales to 700,000 tons in 1982; 1.2 
million tons in 1983; 3 million tons in 1984 and 3.7 million tons in 1985. In 
his opinion the "great bottleneck to the sale of coal is transportation." 


He cited the example of the Candiota mine, which by the end of the decade wili be 
producing at a rate of between 20 and 25 million tons in an open pit operation 
but could encounter difficulties in transporting it for sale. He said that it 

is necessary to "accelerate the move to river transportation." 


Ideal Substitute 


Pointing out that "the best substitute for oil is coal," Secretary Romeu Ramos 
said that it is necessary "to think of the price to be paid now and not what 

the price will be in the future to make its use viable as the most immediate 
alternate energy source for resolving the problem of dependence on imported fuel." 
He revealed that the cost of an equivalent ton of petroleum in a boiler using 

fuel oil varies from 24,435 to 27,693 cruzeiros, whereas if coal were used, the 
cost would be from 11,380 to 13,130 cruzeiros. In the case of furnaces, the cost 
of an equivalent ton of petroleum when fuel oil is used varies from 23,078 to 
25,962 cruzeiros; with coal, the cost declined to from 14,225 to 17,070. 


According to the Rio Grande do Sul Secretary of Energy, a typical example of 
saving in oil, of investments and greater returns of capital is that of INCOBRAS 
[expansion unknown], which replaced an oil-fueled boiler with a coal-fired boiler, 
spending 130 million cruzeiros. The company burned 1,200 tons of oil per month 
but with the coal-fired boiler it burned 3,100 tons of coal. However, since a ton 
of oil costs 20,500 cruzeiros and a ton of coal costs 3,528 cruzeiros, it ob- 
tained a monthly saving through this substitution of 13,6630,000 cruzeiros per 
month, allowing the quick recovery of the capital invested. 
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In a quick interview before his talk on the panel, Romeu Ramos was emphatic in 
stating that Rio Grande do Sul coal production is enough for attending to the 
deaand of industries which replace equipment so as to use coal as an alternate 
energy source. He added that if the replacement of equipment does not yet reach 
desired levels it is because there is not enough financing available. 


Gas Pipeline 


In the talks by the panel, Secretary Romeu Ramos also expressed his opinion on 
the imports of gas from Bolivia and Argentina. In his opinion the importing of 
natural gas through Foz do Iguacu, is "an absurd undertaking because it would 
only be uw substitute for fuel oil, something which could be done with coal." 

As far as he is concerned the most viable alternative as far as importing gas is 
concerned would be through a gas pipeline which would pass through coal-producing 
states because "there is the possibility that gasification plants fueled by 
Brazilian coal may be built." 


Defending the strengthening of regional companies in the energy sector, Romeu 
Ramos emphasized that "In Brazil, companies such as TELEBRAS, ELETROBRAS and 
PETROBRAS [Brazilian Telecommunications, Inc; Brazilian Electric Power Companies, 
Inc; Brazilian Petroleum Corporation] began to grow and they enriched théir 
technical and management ranks with highly trained personnel, this, however, does 
not mean that the states have lost their capability for handling their problems 
with the same skill." 


He declared: "I have the conviction that companies such as Santa Catarina 
Electric Powerplants (CELESC) and the State Electric Power Company (CEEE) can 
resolve and even do a better job of identifying the problems of the regions 
than the far-off agencies." 


Irrigation 


Another speaker on the panel, the director of the CEEE of Rio Grande do Sul, Ari 
de Andrade, emphasized that because it has no petroleum, the primary concern of 
the state is conservation and the search for the maximum use of alternate energy 
with the aim of substituting for petroleum byproducts. 


Ario de Andrade said that the CEEE is deactivating diesel fueled powerplants 

and seeking to completely replace diesel motors which power the equipment for rice 
field irrigation. Saying that coal consumption in 1985 should be 14.6 million 
tons, he said that 47.8 percent will be used for the production of electricity 
and: "It is not enough to have coal, it is necessary to know how to use it.” 


He warned that the Brazilian industrial park has a high degree of nationally built 
components but that the thermoelectric sector has not yet achieved this degree 

of independence. He believes the search for a transfer of technology in this 
sector is necessary. 





COAL RESERVES IN THE SOUTH 
(in millions of tons) 


States Measured Indicated Potential Total Percentage 
Rio Grande do Sul 1786.46 3544.01 15437.53 20768.00 91.04 
Santa Catarina 379.31 859.07 702.86 1941.24 8.51 
Parana 32.04 57.74 5.00 94.00 0.41 
Sao Paulo 2.00 1.00 7.02 10.02 0.04 
TOTAL 2199.81 4461.82 16152.41 22814.26 100 
Percentage 9.65 19.56 70.79 100. 


Substitution Yields 22 Billicn Cruzeiros 


The savings provided by the substitution of fuel oil by coal in the first half of 
this year in all the industrial areas--thermoelectric, iron and steel manufac- 
turing, ceramics, cement, transportation, paper and cellulose--was 22 billion 
cruzeiro_, from the 1.1 million tons of fuel oil which were not used. In that 
same period sales of coal to the industries were 2,330,000 tons, which forecasts 
that the use of coal in 1981 will be much higher than that of last year, when 3.5 
million tons were sold. 


That information was provided by the director of the CAEEB, Danilo Montenegro, 
in an opening talk by the panel on energy policy and the states of the south in 
the "Southern Routes" seminar. 


Waste and its Destination 


Danilo Montenegro made an extensive speech on the problems of Brazilian coal, 
explaining that the industrial areas which use the most coal in the country are 
those of the cement industry and thermoelectric. The cement sector alone used 
875,000 tons of coal in the first half of the year and should double this con- 
sumption by the end of the year. 


The CAEEB director said that 1980 coal production reached 5 million tons. 
However, production was actually two-thirds of that amount becuase of the wastes 
in mineral coal. 


That problem, according to him, should become worse by 1985 when production 

should reach 60 million tons, of which only 20 million tons will be salable coal. 
The remaining 40 million tons will be waste. That is why Danilo Montenegro 
advocated a policy of incentives for the recovery of those wastes (sulfur 
contained in coal so as ts avoid air, river and soil pollution and so as to have a 
more rational use of sulfur since Brazil still depends on sulfur imports for 
domestic consumption, which in that case could be reduced. 


"Financing granted on the basis of the National Energy Commission (CNE) resolu- 
tion, with lower interest rates, extended periods with no payments and prolonged 
repayment schedules for the coal program, should also be extended to those 
companies which have projects for waste recovery," according to the CAEEB 
director, who pointed out that from the processing of waste it is possible to 
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obtain not only sulfuric acid (Brazilian imports of it were 2 million tons in 
1980) but iron pellets for the iron and steel industry. 


Production and Projects 


Brazilian raw coal production from January to June of this year was 8 million 

tons and the forecast is that by December it will reach nearly 16 million tons. 

Of this total, he said, a little more than 5 million tons will be salable coal, 
the rest being waste. As far as projects aimed at new undertakings are concerned, 
he said that 28 proposals were presented in the first half of the year, 11 for 
undertakings in Rio Grande do Sul, 16 for Santa Catarina and u new undertaking for 
Parana. 


Requests for another six projects for the production of 14 million tons of raw 
coal--13 million tons of steam coal and 1.4 million tons of coking coal--will be 
forwarded in this second half of the year. The director of the CAEEB also 
reported that in i980 446 test and research holes were drilled for a total of 
40,000 meters of test bores and that the program established by the government 
up to 1985 foresees the drilling of 713,500 meters of test bores. 


He asserted that the policy of prices will maintain an adequate remuneration for 
the producers and consumers with the maintenance of the price per kilo/calorie 

at 70 percent of the kilo/calorie of fuel oil. Coal prices in Santa Catarina 

in July were readjusted to 4,664 cruzeiros per ton of coal with 35 percent ash 
for the producers and 3,252 cruzeiros to the consumers. The cheapest coal is that 
of the Candiota mine in Rio Grande do Sul at 665 cruzeiros per ton for the pro- 
ducers and 460 cruzeiros per ton for the consumers (the difference is subsidized 
by the government). 


Danilo Montenegro concluded by saying that the government spent more than 2.3 
billion cruzeiros in transportation, insurance and other expenses related to 
coal subsidies in the first half of the year. 


Production Receives Only Five Percent of Subsidies 


Santa Catarina coal production this year will be more than 4 million tons, while 
the southern region all together will produce a little more than 6 million tons 
with a 40-percent ash content. This will allow a saving of 2 million tons of 
oil valued at $500 million (at $35 per barrel), according to Santa Catarina 
Secretary of Planning Norberto Ingo Zadrozny. 


He said that the subsidy for this production is around $23 million and represents 
less than 5 percent of the foreign credit savings the country obtained. "It is 
the product which requires the least subsidy," he emphasized, pointing out the 
great importance of coal, not only for the state of Santa Catarina but for the 
entire country, since it is one of the main factors in the policy of substituting 
for petroleum with national energy sources. 
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Mining Plan 


To increase coal production, the state prepared a short-term mining plan which 
will allow an increase of 5 million tons in production. This will require the 
spending of $100 million in national money. 


"As of the beginning of the second year, the country will be able to save $400 
million per year," said Ingo Zadrozny, declaring: "In terms of Brazil there is 
no more profitable investment than this," calling attention to the amount the 
country can save as of the moment the program is put into action. 


Secretary Ingo Zadrozny also participated in the panel on energy policy and when 
the National Gas Plan was discussed, he indicated the need for participation by 
the gas to be produced from Santa Cantarina and Rio Grande do Sul coal in the 
project which foresees the purchase of Argentine gas which will enter the 

country through a pipeline. He has already forwarded a plan to the Ministry of 
Mines and Energy in which he points out the importance for having the gas pipe- 
line pass through Rio Grande do Sul and Santa Catarina, where the line would also 
be fed the gas produced in their own plants, one in each state. 


"Imported gas represents no saving in foreign exchange on the basis of today's 
prices, the Argentines are asking for prices which are higher than those of 
petroleum."" We would be replacing one energy source with another, which is a 
diversification of sources, but at the same time it is a waste of foreign credits, 
in the opinion of Secretary Zadrozny. 


In this respect, he considers the program valid if instead of limiting itself to 
the purchase of Argentine gas, the gas pipeline passes through the coal regions 
where it will receive gas rated at 6,000 to 7,000 calories, which in addition 
to reducing expenditures for imports, would represent a "factor of national 
security." 


Alternate Energy 


In addition to the coal program as the main energy source for the state, due to 
its great reserves which are estimated at 5.7 billion tons, the secretary also 
pointed out the importance of several programs of lesser scope but which have 
shown themselves to be efficient within the framework of the national policy for 
the search for alternate energy sources. He cited the biogas program, aimed 
mainly at the rural areas, where in a little more than one year 200 biodigesters 
have already been installed with a unit production of up to 250 cubic meters per 
day, using organic wastes as raw material. 


Referring to the alcohol program, Norberto Ingo Zadrozny said that although 
economists have not found a viable explanation for the fact that the small 
alcohol-producing units are producing at less than half the cost of the large 
distilleries, "this is a proven fact." In Santa Catarina one of them is already 
in production and another one is being installed, "attesting to the viability of 
the program, which is of great importance to the state." This process, accord- 
ing to him, allows alcohol to be produced at the place where it will be used, 
eliminating transportation costs. 














‘The Santa Catarina Secretary of Planning also spoke on production of sulfur 
from coal pyrites waste "with which we can save million of dollars Brazil spends 
in importing that strategic raw material. The crisis is not one of energy but 
one of a lack of dollars." 


Israeli System 


In the closing talks of the panel, the former secretary of Industry and commerce 
of Santa Catarina, Luiz Gabriel, spoke of a new technology developed in Israel 
for the production of biodigesters using a minimum of water (dry biodigesters) 
and which produce 10 times more gas than the conventional processes used in 
China und India. He said that Israel has already signed agreements with England 
for the installation of that system and it also intends to extend it to Brazil. 


Secretary Ingo Zadrozny showed an interest in the Israeli system but said the 
state has already signed an agreement with England for the use of the Dutch system. 
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ENERGY ECONOMICS BRAZIL 


NATIONAL PETROLEUM PRODUCTION ON UPSWING 
October Production Increase Possible 
Rio de Janeiro GAZETA MERCANTIL in Portuguese 7 Oct 81 p 8 


[Article by Jose Roberto de Alencar: "National Production Could Exceed 235,000 
Barrels in October"] 


[Text] The daily average of Brazilian petroleum production--if it is not reduced 
again by some unforeseen circumstance like that of September--could exceed the 
mark of 235,000 barrels per day in October, something never achieved before in the 
history of Brazil. The previous record was set last August when 230,200: barrels 
per day were produced. It was reported by PETROBRAS [Brazilian 0il Corporation] 
in Rio yesterday that the average of the first five days of this month did not 
exceed 236,000 barrels per day only because of the unfavorable circumstances 

of the first day which lowered it to 232,500. 


Winds of 80 kilometers per hour in September halted production in the Garoupa 
and Namorado fields in the Campos Basin from 5 to 22 September. Almost 37,000 
barrels per day came from there (now almost 40,000 have been extracted). That is 
why only 998,240,000 cubic meters of petroleum were produced in Brazil in 
September. The daily average remained at 209,300 barrels, better this year than 
only that of January (188,800 barrels) and that of April (208,800 barrels). 


As the note distributed yesterday by PETROBRAS says, last month's production 
exceeded that of September 1980 despite everything. This, however, is no 
advantage because September last year was worse than every month except October. 
Production began to increase in 1980 and in July it had reached 200,000 barrels 
per day. On the 7 September holiday, however, winds such as those which a year 
later caused a new accident, split the tower which processed the oil from 
Garoupa and Namorado. 


That tower was never replaced there. The ship “Presidente Prudente”of Moraes, 
which was anchored there to receive, process and transfer petroleum to ships that 
went there in search of it, was anchored in an area surrounded by buoys. The 
controls of the seven underwater wells, which formerly passed through the tower, 
were installed in another ship, the "Star Hercules." Brazilian production de- 
clined to 173,000 barrels per day and only exceeded 200,000 barrels in February 
this year: 221,000 barrels. 














This September, a month which has already established a frightening tradition in 
Campos Basin, winds and waves eight meters high tore the ‘Star Hercules” from its 
moorings and everything in the installation and the ducts for hydraulic and 
electric controls were broken. Since any accident will automatically close the 
valves at the heads of each of the seven underwater wells (four of them in the 
Garoupa field and three at the Namorado field) the spigot dried up on the 
Prudente de Moraes until the 22nd. 


PETROBRAS took advantage of this to deactivate the"Star Hercules.!' It placed the 
controls on the fixed platform which was installed there for drilling more wells 
in the Garoupa field, and it is also going to deactivate the Prudente de Moraes 
installing a processing module in the same platform, where a module which will 
pump 600,000 cubic meters of gas--today being burned at the Prudente de Morais— 
to Macae will be installed. From there, land gas pipelines will take it to the 
Duque de Caxias Refinery in Rio, where it will be burned as cooking gas distri- 
buted by the State Gas Company. 


At any rate, the accident and the work accomplished to prevent a recurrence 
brought down national production from a record of 230,200 barrels per day in 
August to 209,300 barrels in September. Campos Basin production declined from 
63,500 barrels to 40,700 barrels per day last month. (Note that Garoupa and 
Namorado provided two-thirds of the Campos Basin production, where others in 
production are Garoupa Norte and Enchova Leste; Bicudo will join the list within a 
month). 


This October, in addition to the return to production of the seven old wells of 
Garoupa and Namorado with nearly 36,000 barrels per day, two new wells began to 
produce in the Garoupa field through the fixed platform (which places the wells 
it brings in into production before going on to drill new wells). Each of them 
has been yielding nearly 2,500 barrels per day since 26 September. | 


The only reason September production did not fall even further is because it was 
insured mainly by the land fields of Sergipe and Bahia. The former raised its 
production from 33,800 to 34,300 barrels per day, while the latter increased it 
from 68,000 to 68,800 barrels. The 118,900 barrels per day produced in August in 
the land fields, increased by 2,000 barrels in succeeding months. Another 

1,000 barrels were produced by the underwater fields of Capixabas and Potiguar. 


New Record Set 
Rio de Janeiro 0 GLOBO in Portuguese 17 Oct 81 p 16 


[Text] National petroleum production set a new record last Wednesday, reaching a 
volume of 242,692 barrels, it was reported yesterday by PETROBRAS. The last 
record was set 2 October with 236,968 barrels. The great surprise is the pro- 
duction of the first three wells of the final system of Garoupa, which programed 
for an overall production of 7,000 barrels, are providing 17,611 barrels per day. 
Technicians explain that when a well is activated certain pressure conditions 
may change the forecasts up or down. 
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PETROBRAS also reported that by the end of the year another 14 wells will go into 
production in the Campos Basin, raising national production to more than 264,000 
barrels per day. In case those wells undergo some increase in pressure similar 
to what is happening in the Garoupa final system, production could exceed 280,0-0 
barrels daily by December. 


Filling Stations Complain 


The president of the Rio de Janeiro Retailers Union, Luiz Gil Siuffo Pereira yes- 
terday accused the distributing companies, specifically naming PETROBRAS, of 
establishing gasoline quotas for the filling stations, in that fashion ignoring 

a directive from the National Petroleum Council (CNP). 


Without yet having knowledge of new gasoline prices, but having a presentiment of 
an imminent readjustment, Siuffo Pereira revealed that orders from the retailers 
in the majority of cases were reduced to 30 or even 20 percent. 


The union leader said that all day yesterday there was an actual gas rationing 
by the distributors, although the CNP in a directive issued 29 days ago established 
that the stations must be supplied without any restrictions. 


Siuffo said that on the eve of the last increase in June, the companies held back 
a large amount of gasoline which normally would have gone to the filling stations. 


"Tt was to prevent a repetition of this that the CNP issued specific guidelines 
which have now been disobeyed," he emphasized. 


8908 
cso: 3001/11 
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ENERGY ECONOMICS BRAZIL 


GASOLINE CONSUMPTION INCREASED IN SEPTEMBER 
Rio de Janeiro O GLOBO in Portuguese 15 Oct 81 p 20 


[Text] Brasilia (0 GLOBO)--Consumption of gasoline increased .7 percent last 
month, reaching 906 million liters, compared to 900 million liters consumed in 
September last year. That is the second consecutive month in which gasoline con- 
sumption has increased, reversing the downward trend which up until July had 
shown consumption declining by up to 10 percent per month. Consumption increased 
14 percent in August by comparison with a like period last year. 


The reversal in the trend in the consumption of gasoline was the main argument 
used by the president of the National Petroleum Council (CNP), Gen Oziel Almeida 
Costa, who is against the opening of gasoline stations on Saturdays. 


The trend in the consumption of gasoline, according to a source of the sector, 
does not yet worry the government because accumulated consumption from January to 
September showed a decline of 8.1 percent, showing 7.9 billion liters consumed 
compared to 8.6 billion liters consumed in a like period last year. The con- 
sumption of gasoline plus anhydrous and hydrated alcohol showed a reduction of 
7.4 percent from January to September. 


Unlike gasoline, diesel oil (byproduct which now determines the amount of petrol- . 
eum the country imports) showed a decline of 11.8 percent last month, showing a 
consumption of 1.5 billion liters compared to 1.7 billion in September last 
year. Considering the period from January to September, diesel consumption 
showed a decline of 2.6 percent. 


Consumption of cooking gas (liquid petroleum gas) showed a reduction of .7 per- 
cent in September but increased by 1.8 percent from January to September compared 
to a like period last year. | 


Fuel oil showed a decline in consumption of 15.5 percent from January to 
September showing a consumption of 10.9 billion liters compared to 13.5 liters 
in a like period last year. Comparing September of this year with September 
of last year, consumption showed a decline of 19.3 percent. 


8908 
cso: 3001/11 
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ENERGY ECONOMICS BRAZIL 


BRIEFS 


PETROLEUM SALES TO AFRICA--Sao Paulo--PETROBRAS [Brazilian Petroleum Corporation] 
increased its sales of petroleum byproducts to African countries. At first it 
began to crack petroleum for Nigeria, today processing 50,000 barrels daily. Later 
it began to supply Zaire and the Congo, to which it now exports nearly 10,000 
barrels. Contracts signed with the African countries, according to the company's 
sales manager, Carles Sant'anna, are aimed at making maximum use of the idle 
capacity of PETROBRAS cracking facilities. He explained that refining installa- 
tions, which have a capacity for processing 1.5 million barrels per day, are now 
working with only 950,000 barrels daily and there is a trend toward a further re- 
duction because of the decline in the consumption of petroleum byproducts on the 
domestic market. In the latter half of last year, after the war between Iran and 
Iraq began and the latter country had most of its refineries destroyed, PETROBRAS 
was asked about some form of help in supplying petroleum byproducts. The idea 
was to lease or even sell the entire Vale do Paraiba Refinery (Revap). However, 
there was no agreement and the deal was dropped, according to the director of 

the company. The immediate technical solution, which also yielded good diplomatic 
dividends as a bonus, was the exploitation of the African market. Speaking on the 
subject, and even acknowledging that idle refining capaéity is high, Carlos 
Sant'anna asserted that there is no direct or indirect pressure from the World 
Bank to make PETROBRAS change its cracking structure as a requirement for the 
release of greater loans to the PROALCOOL [Alcohol Program]. [Text] [Rio de 
Janeiro 0 GLOBO in Portuguese 7 Oct 81 p 16] 8908 


DRILLING OF NEW WELLS--Sao Paulo--PAULIPETRO [Sao Paulo Petroleum Company] will 
begin drilling two new pioneer wells this week, one in Parana and the other in 
Santa Catarina, "precisely over geological structures capable of containing pe- 
troleum,”" according to the expectations of Secretary of Industry, Commerce, Sci- 
ence and Technology of Sao Paulo Oswaldo Palma, which he expressed yesterday to 
Governor Paulo Salim Maluf. Pioneer wells will be drilled in Roncador, Parana, 
and in Seara, Santa Catarina. PAULIPETRO plans the drilling of another well next 
week, that of Esmeralda in Rio Grande do Sul. Oswaldo Palma assured Governor 
Maiuf that PAULIPETRO will find oil in the geological basin of Parana because, 
according to him, "The pioneer wells will be drilled in rock containing petroleun." 
The secretary declared that it only remains to quantify the volumes of petroleum, 
something that will be possible "after the drill reaches there." He bases his 
expectations on the principle that "where there is gas there is petroleum," and 
taking into account the finding of gas by PAULIPETRO in the second exploratory 
well. In the opinion of Oswaldo Palma "There is no doubt that those drills are 
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located exactly over petroleum-bearing geological strata." [Text] [Rio de 
Janeiro JORNAL DO BRASIL in Portuguese 7 Oct 81 p 16] 8908 


INCREASED NATURAL GAS PRODUCTION--PETROBRAS reported that natural gas and petrol- 
eum production in September was 7,912,000 barrels (a daily average of 209,297 
barrels), an increase of 20 percent over production in September of last year. 
Accumulated production reached 58,961,698 barrels, which is an increase of 13.3 
percent by comparison with the first nine months of 1980. According to 

PETROBRAS, in the first five days of October the average daily production is at 
235,500 barrels. A new record was set on 2 October when production reached 
239,968 barrels. Since ther it has remained at between 236,000 and 237,000 
barrels daily, levels never before reached in the 27 years PETROBRAS has been 
operating. With 2,666,195 barrels in September, production by the continental 
shelf was 44.7 percent greater than that of the same month last year. On the land 
basins, the increase was of 7 percent, with an extraction of 3,612,717 barrels in 
September. The Campos (RJ) Basin produced 13,920,302 barrels, producing more than 
half of production by the undersea areas and it recorded an increase of 56.8 
percent over the total amount of petroleum produced in the first nine months of 
1980. The land basins produced 32,619,857 barrels, an increase of 6.6 percent 
over the January to September 1980 period. [Text] [Rio de Janeiro O GLOBO in 
Portuguese 7 Oct 81 p 61] 8908 baal 


CsoO: 3001/11 
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ENERGY ECONOMICS VENEZUELA 


BRIEFS 


OIL PRODUCTION FIGURES--Caracas, 24 Oct (LATIN-REUTER)--The Energy and Mines Ministry 
reported today that the average daily oil production for the year up to 21 October 
was 2,075,000 barrels. Oil production this year has been 4.29 percent lower than 
that of all 1980, when the average production was 2,168,000 barrels per day. This 
week the four government corporations which produce oil in Venezuela produced an 
average 2,006,000 barrels per day. LAGOVEN produced 40.28 percent, MARAVAN 27.52 
percent, MENEVEN produced 16.45 percent and CORPOVEN produced 15.75 percent during 
this period. The four companies are branches of the Venezuelan Petroleum Company. 
The production goal this year is 2.2 million barrels per day. Exports as of 14 Octo- 
ber amounted to 1,677,000 barrels per day, a decrease of 8.66 percent from 1980 

when Venezuela sold 1,836,000 barrels of oil per day abroad. The export goal for 
this year is 1,895,000 barrels per day. [Text] [PA260131 Buenos Aires LATIN in 
Spanish 2237 GMT 24 Oct 81] 


CSO: 3010/247 
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COUNTRY SECTION ARGENTINA 


RECENT POLITICAL, LABOR ACTIVITIES REVIEWED 
Buenos Aires MERCADO in Spanish 8 Oct 81 pp 3-4 
[Excerpts] Politics 


The past several days have been characterized, from the political viewpoint, 

by a series of "internal" movements in the parties, the party combinations, and 
even in the armed forces which, to the extent that they continue to take shape, 
will have great significance. A critical topic was brought up again during the 
multiparty meeting attended by radicals justicialists, developmentists, Christian 
Democrats, and intransigents,to begin with: the relationship between those five 
parties and the labor union headquarters. The labor union wing of justicialism 
insisted that the CGT [General Labor Confederation] be recognized and that it should 
be given more important status on a priority basis, that is to say, more important 
than the CNT [National Labor Commission] which is in favor of the dialogue. There 
are two aspects to that problem. On the one hand, it raises the question of 
command, power and representation within justicialism. On the other hand, it has 
to do with the strategy of the parties and the labor unions in dealing with the 
military government. Regarding the first aspect, labor union leaders do not easily 
accept the idea that the writter Bittel agreed, speaking for himself, with the 
non-Peronista leaders of the multiparty group in basically calling upon the labor 
union representations of "all" tendencies and not only the CGT. That decision 
however contains another one: the decision to determine who has the right to con- 
stitute the justicialist movement on the labor union side. In saying "yes" also 

to the CNT and not only to the CGT, Bittel would be acting in his capacity as first 
vice chairman of the Justicialist Party (Mrs Peron is the chairman), being an 
arbiter regarding the representative nature of the other branches of the movement. 
As we know, justicialism does not consider itself to be a "party," in the radical 
style, but rather a "movement" made up of wings or branches of which one is the 
party component while the other one is the labor union component, while yet others 
are youth, women's, and other components. Peron was the undisputed arbiter among 
the various branches. Saying that the labor union headquarters is the authentic 
labor union branch of justicialism, in case of conflict, was up to Peron. What 

the justicialist labor union representatives in talking to the multiparty grouping 
denied Bittel is his function as arbiter which Peron took along. For them, Bittelis 
a "peer"--a member of the other "branch." it would therefore be difficult for him 
to make any commitments in talking to third parties (the radicals, etc.) as to what 
the most representative labor union sector of justicialism is supposed to be. 

The crisis quite evidently points up the problems of power and authority which 
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come up among the top leadership of Peronism ar the latter gradually gets ready to 
get going. Could Mrs Peron possibly perform the same kind of arbitration function 
that Peron left vacant? Or is Peronism facing a major transition from a "movement" 
to a "party" with losses and fragmentation along the way? The other aspect of the 
problem raised during the multiparty gathering as we said has to do with the 
Strategy to be pursued in dealing with the administration. Recognizing only the 
CGT in the labor union field in this respect would be the same as selecting a 
strategy of frontal opposition. Recognizing the CGT and the CNT on the contrary 
would mean leaving two possibilities open: confrontation and dialogue. Concerning 
the dialogue, on the other hand, the Christian Democratic Federation, one of the 
associates of the multiparty grouping, was about to split. The sector led by Jose 
Antonio Allende is in favor of going to the Ministry of Interior, as the radicals, 
the developmentists, the progressive democrats and the social democrats have already 
done (but not Peronism: here again there is dispute between dialogue--Bittel--and 
not going there--as in the case of the CGT). 


The sector led by Enrique de Vedia wants to abstain, starting a march toward the 
frontal opposition together with the hard line of Peronism and probably the intran- 
sigents of Oscar Alende. Frontal opposition to a military government, which is 
assumed to be in its "second phase"--a phase leading to the election--is a "classi- 
cal" strategy in Argentina; it yielded its electrical fruit for example in 1958 
(Frondizi) and in 1973 (Campora). The idea of talking on the other hand is in 

line with the strategy drafted by Ricardo Balbin before he died: for once, making 
sure that, when the transfer of military control to a civilian party takes place, 
that transfer will be cordial, in the midst of a climate of understanding and con- 
sensus, to avoid the swings of the future "pendulum." While these issues are being 
resolved during the multiparty conference, the "center" with growing insistence is 
attempting a ¢efinite approach between the FUFEPO (Popular Federalist Force, an 
alliance of provincial parties of conservative origin or the former UCRI [Intran- 
sigent Radical Civic Union]"), the trilogy already formed by the democratic social- 
ists, the progressive democrats, and the Christian Democratic Union, and the 

Acuna Anzorena version of the Popular Line (also the former UCRI, in the political 
succession to Sylvestre Begnis). The nucleus which the "third election sector" 

of the country (n@ither Peronist , nor radical), with a moderate orientation, is 
trying to put together could present these aspects and problems: first of all, 

the perhaps temporary absence of Francisco Manrique who represented the center with 
appreciable results in 1973; second, it would try not to be semiofficial although, 
on the other hand, it would not go into a definite opposition; third, it could get 
competition from the radicals if the latter, for this purpose, were to decide to 
adopt a moderate line--Troccoli or De la Rua, not Alfonsin or Leon. All of these 
party movements finally were accompanied by the stories commented on in the various 
media according to which there would be a new military president in 1984, the 
current army commander-in-chief, Lieutenant General Galtieri. The origin of these 
widespread rumors for the time being is uncertain. 


5058 
CSO:3010/94 
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COUNTRY SECTION ARGENTINA 


LABOR LEADER TRIACA SPEAKS OF DIFFERENCES WITHIN SECTOR 
Buenos Aires SOMOS in Spanish 9 Oct 81 pp 32-33 


[Interview with Jorge Triaca: "I Don't Try To Get Away With Anything"; date and 
place not given] 


[Text] [Question] Are you sorry that you are in favor of a dialogue? 


[Answer] No, I am not sorry and I will not change. You cannot change overnight. 
What I am pointing out is the tremendous effort it takes for the unions to engage 
in a dialogue to find the best way to restore the worrisome situation 

of the workers and not to find itself compensated on the other hand. I am very 
much preoccupied by this topic and I am reviewing my strategy. 


[Question] Why did the meetings you had with the entrepreneurs and the government 
fail? 


[Answer] We failed to believe in the possibilites which the country has when it 
comes to meeting all needs. On the one hand, you have the government with its 
contradictions:while the minister of economy says that these measures would re- 
store the situation in medium-range terms, the minister of industry does not seem 
to be that optimistic. On the other hand, there are businessmen who keep asking 
for more and more as compensation for the losses they suffered during this process. 
and then you also have us, who chose different ways to express our concerns. I 
believe that, if we do not provide for coordination with perfectly programmed and 
completed plans, recovery wili be very difficult. You have to take risks. You have 
to risk personal merit or the political projection which each one of us can have 
and you have to resolve the big issues. 


[Question] Who is not taking any risks? 


[Answer] Look, in June, when we were abroad with the entrepreneurs and the govern- 
ment, we tried to work out the policy lines to promote this strategy. When we 
returned, we found a country in worse shape than we had left it. The crisis had 
gotten worse. When we wanted to spell out what we had talked about abroad in 
specific terms, the administration did not employ its political strength to achieve 
this. And the business sector confined itself to defending its own interests. 


[Question] Does this mean that the administration did not demand any definitions? 
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[Answer] Exactly. This country is accustomed to a situation where, when the 
various parties are summoned and when there is authority to summon them, the 
various sectors find it very difficult to turn out to be reluctant. 


[Question] Can Triaca become a hard-line unionist? 


[Answer] This thing about "hard-liners" and "soft-liners" has more to do with a 
specific state of mind. I say that the measures which were taken did not manage 
to meet the minimum necessities of the workers. I am going to redouble my ef- 
forts to make sure that they will be reconsidered in the shortest time possible. 
And if this does not happen, it is possible that Triaca might say that this re- 
course has been exhausted. In that case, the worker movement has other ways of 
expressing its disagreement and we will do so. 


[Question] Do you have political aspirations? 


[Answer] I make politics with a big P, labor union politics. I try to find my 
position and I try to be aware of my capacity. If tomorrow I should have some 
political ambitions, because circumstances so indicate, I would consult with my 
conrades, I would leave my post in my organization and I would devote myself to 
political activities, plain and simple, but without dragging the union along. 


[Question] But you publicly accuse Admiral Massera of wanting to carry off a 
‘portion of Peronism. 


[Answer] I did not accuse him of that. I accused those who are within Peronisn. 
I cannot accuse Admiral Massera of trying to win over a Justicialist sector 

that appears orphaned at this moment. It seems logical to me because he is a 
politician and a politican always wants to capture an electorate. 


I learned from the newspapers that he was replaced in Peronism in the capital by a 
colleague whose name is Juan Jose Minichilo. He is one of Admiral Massera's labor 


union advisors and Peronism knows that. But each is responsible for his own actions. 


I do not want Minichilo to become famous by engaging in a bitter argument with me. 
The only thing I am saying is that I have a road to follow, I began very young, 
and I never exploited Peronism to get anything. Some day, metropolitan Peronism 
will have to pick my replacement. As for Admiral Massera, I do not share his 


ideas but I have great respect for him. One thing is certain: he is not a Peronista 


and he has no possibility of capturing Peronisn. 

[Question] Are you a rebel Peronist? 

[Answer] No. I am not trying to get away with anything. I do accept punishment 
when I deserve it but when they attack me, I try to defend myself. I am a labor 
union leader and when I engage in dialogue, I do so in my labor union capacity, 
without compromising the strategy the party might draft. I am not a rebel without 
a cause. I think that Peronism did not fall on 24 March 1976. 

[Question] What does that mean? 


[Answer] It means that we were left without political power which at that moment 
was held by Peronism and there was no response to the crisis which the country was 
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going through. Throughout its entire history, Peronism always had a response to 
come up with and this is why it was not Peronism that fell. The lack of sure and 
reliable leadership, perhaps our orphanhood, limited us. 


[Question] But it is obvious that the hard-line sectors do not really like you and 
that there is a specific strategy: the trips to Paraguay to see Julio Romero. 


[Answer} I have great affection for Julio Romero and I am a very great friend of 
his son. Besides, I feel linked to him by the unfair situation in which he is 
suffering now. Julio is one of the most outstanding men of Peronism and he has 
clear ideas. But I do not know what happens in Paraguay. They invited me but I 
did not have time to go. I really do not believe that Julio retains a sector of 
Peronism. 


[Question] What do you think of Lorenzo Miguel? 


[Answer] He is a comrade who has a great future in the worker movement and who is 
now prevented from making perhaps a greater contribution because he is barred under 
the institutional act. 


[Question] Anybody who reads the newspapers knows that Miguel is playing politics. 
[Answer] But the normal thing would be for him to do as I do. 

[Question] Ideologically, are you on the same track? 

[Answer] We may have some strategic differences. 

[Question] Which ones? 


[Answer] At best, right now, he is not inclined toward a dialogue whereas I am. 
He can agree with the idea of them replacing me in the party and I of course do 
not agree with that. 


[Question] What does the alternative of the single CGT [General Labor Confederation] 
or a pluralist CGT suggest to you? 


[Answer] I start with the idea of a single CGT because it is my understanding that 
labor union plurality is possible within it. The best CGT of recent years was the 
one of Jose Ignacio Rucci. I remember that, in 1970 or 1971, we were not all 
Peronistas in the executive board that went to talk to President Lanusse. Rucci 
said that the CGT was Peronista because the majority of the workers were that 

but those who were not Peronistas followed in their organizations. After Rucci 
died, it was said one fine day: we have to Peronize the CGT. 


[Question] Is there any possibility of an understanding with the CGT? 
{Answer} We are talking. It is us, the leaders, who are divided. Perhaps we will 


find a way for those, who do not talk, to contribute some kind of dialague and for 
those of us who are tired of talking to contribute a little bit of criticism. 
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[Question] What would you say to Viola? 


[Answer] That he should not worry about the elections and that we are not going to 
play the 1984 game now. This is only 1981. We have to make use of the months, 
the days, and the hours in order to achieve concerted planning. In this way, the 
country in 1984 will have its economic and social systems in a situation where a 
political alternative can be planned. 


5058 
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OBJECTIVES, STAND BEFFRE GATT OUTLINED 
Buenos Aires LA NACION in Spanish 25 Oct 81 p 2 
[Article by Luis Mario Bello] 


[Text ] Paris, 24 October--After attending a GATT meeting in Geneva, Argentine Under- 
secretary of International Trade Relations Alfredo H. Esposito was here in this 
city. His brief visit enabled him to renew old ties with friends and colleagues, 
with distinguished French economists and others who share a common interest in the 
analysis of monetary problems. 


We talked with Dr Esposito about the meaning and importance of the recent GATT 
meeting. The general public does not have a clear idea of the nature of this 
international organization. With the aid of an instructive explanation by our inter- 
viewee; one may conclude that GATT is a general agreement on trade and tariffs 
that was created in order to avoid a repetition of the trade war that took place 
during the thirties. After World War II, an effort was made to draw up rules to 
prevent measures designed to hinder trade, while at the same time guaranteeing 
smooth development. 


Persuasive Force 


What results have been obtained so far? In general, Dr Esposito thinks they have 
been favorable. 


For example, there has been no proliferation of measures that could damage inter- 
national trade. The organization itself does not have the power to _ impose 
sanctions, given the legal status of its members, but in any case the member 
countries have proven to be a great persuasive and moral force. 


Are GATT rules applicable to the current situation? 


Our interviewee describes a world that is experiencing a profound crisis. He 
paints this picture: inflation, business uncertainty, less investment, unemploy- 
ment, rigid productive structures that are slow to adapt to technological change. 
It is a diabolical circle, he adds, that we Argentines know well but that the 
world has just come to realize. 


For that reason, it appears that the ideal protective device used by GATT has lost 
some of its value. On the other hand, another kind of protectionist measure has 
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emerged: sliding taxes, "voluntary agreements," etc. As a consequence, the old 
rule of most favored nation has ceased to be the guiding principle of international 
trade relations. 


Of course, today flexible protective measures are applied in specific situations. 
Naturally, rising oil prices have aggravated the process. International trade, 
recalls Dr Esposito, grew steadily between 1963 and 1973 at 8.5 percent. Between 
1973 and 1980 it increased by only 4 percent, and last year the growth rate was a 
mere 1.5 percent. 


At this point, the undersecretary reflects on the protective measures that govern- 
ments have tried to impose as economies go into slumps and unemployment is on the 
upswing. He believes that in many cases industrial sectors are in a tight squeeze 
of their own making. They blame foreign competition, but one of the best examples 
of this situation--there are many--is Chrysler. The same thing happened with the 
U.S. steel industry. In reality, the Japanese were not to blame. 


Ultimately, "intervention prices" came to the aid of the productive systems that 
had grown out of erroneous policies by governments, businesses and unions. Because 
of these policies, it was difficult to convert systems and adapt to new technology. 
If it weren't for GATT's moderating influence, protectionist measures would have 
gone even further. 


Importance of Agriculture — 


Argentina had something to say at the Geneva meeting. Particularly with regard to 
agriculture, and in general, Argentina stressed the demand for free international 
trade instead of "aid" from rich countries. This point of view is very similar to 
that expressed recently by U.S. economic officials. 


The Argentine delegation, headed by the undersecretary of international trade rela- 
tions and made up of the ambassador to international organizations in Geneva, 
Gabriel Martinez, as well as other officials, has played a moderating role. On its 
initiative, a working luncheon was held, outside of the official agenda. The 
luncheon was attended by undersecretaries of agriculture and ambassadors accredited 
to GATT from the United States, Canada, Australia, New Zealand and the European 
Economic Community, the latter being represented by Sir Roy Denman, director of 
foreign relations. This was an opportunity to bridge the gap between the United 
States and the EEC. 


Clear Description 


On that occasion, there was an informal agreement on how to proceed later on with 
the consideration of topic three, agriculture in GATT. Undersecretary Alfredo H. 
Esposito clearly described Argentina's position on the matter. First of all, he 
emphasized that authorities in our country have always felt that there is no 
reason for differences in the way agricultural and industrial matters are handled 
by the contracting parties. Argentina believes, then, that all exceptional situa- 
tions in the agricultural area can be rapidly accomodated within the framework of 
the general agreement. 
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He also pointed out that it would be a good idea to avoid new distortions in the 
international agriculture trade. After indicating that such distortions included 
special measures to favor agricultural production, he added that Argentina would 
also like to be able to rely on an understanding attitude by those countries that 
have such policies, so damaging to our interests as an agricultural exporter. 
After stressing that concessions and tariff reductions in agriculture have been 
less than those in the industrial field, he brought up the issue of agricultural 
subsidies, requesting that they be given priority attention. 


Meat Exports 


Specifically, Dr Esposito suggested that the contracting parties include agricul- 
tural issues on the agenda for the next ministerial meeting. At another meeting, 
the Argentine delegate insisted on the need to make important advances in the 
future consideration of matters related to quantitative restrictions, safeguards 
and the agricultural sector. As for the latter topic, Argentina maintains that the 
first objective is to ensure that the norms of the general agreement are applied 
fully to the agricultural sector. 


In October 1982 there will probably be a ministerial conference, at which time the 
agriculture issue will be discussed. Moreover, the problem of compensation to 
Argentina for the situation resulting from Greece's entry into the EEC was only 
briefly discussed. Our meat exports to that country for processing reached 30,000 
tons. This amount would have to be replaced by special cuts in an equivalent 
volume. The matter was considered informally between representatives of the 
Community and the Argentine delegates. 


Positive Results 


In short, positive results have been obtained for our country's agricultural produc- 
tion. People are aware of the difficulties. Argentina has not regained the 
dominant position on the world meat market that it had until the sixties. At 
present, or rather in 1980, world meat production stood at 25 million tons, of 
which 2.5 million tons were exported. During the same period, Argentina produced 
2.9 million tons, exported 470,000 and did not import any meat. The United States 
produced 10 million tons, exported 125,000 and imported 900,000. The EEC countries, 
on the other hand, produced 7 million tons, exported 640,000 and imported 350,000. 
Australia, in turn, produced 1.5 million tons and exported 900,000. Brazil 
produced 2 million tons, exported 80,000 and imported 70,000 tons. Canada achieved 
a total production of i1 million tons, exported 110,000 and imported the same 
amount. New Zealand had a total production of 500,000 tons, and exported 225,000. 
Finally, Japanese production totaled 420,000 tons, while there were no meat 
exports and 180,000 tons were imported. This means that agricultural production, 
meat in particular, is of capital importance in all countries. Argentina should 
maintain its position as a major exporter. Perhaps an eventual intervention by 
GATT will help open doors that have been completely closed in some countries and 
half shut in others. 
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COUNTRY SECTION ARGENTINA 


AUTO PRICE DECREE UNSATISFACTORY TO BUSINESS SECTOR 
Buenos Aires LA PRENSA in Spanish 14 Oct 81 p 9 


[Text] The Federation of Associations and Chambers of the Automotive Trade of the 
Republic of Argentina and the Automotive Chamber of Commerce, represented by 
Enrique A. Viel, president of the latter organization; Dr Edgardo Giosa, adviser; 
and Francisco Bertellone, general manager, met yesterday with Undersecretary of 
Trade Alberto de las Carreras in order to discuss the sector's plight. The meeting 
had been called days earlier. 


With reference to the agreement between automotive finishing plants and the 
economic minister, the marketing representatives delivered to that official two 
memoranda. The first one analyzed the sector's situation, while the other comple- 
mented it by presenting the sector's opinion of the agreement. "Not one single 
member of the sector to which our chamber belongs participated" in the formulation 
of that pact, states the document. 


After the meeting, it was learned that Mr de las Carreras promised to inform the 
minister of trade and maritime interests, Dr Carlos Garcia Martinez, of the 
sector's concerns. The representatives of the above-mentioned entities also indica- 
ted that they will request a meeting with the minister of economics, treasury and 
finance, Dr Lorenzo Juan Sigaut, in order to tell him of their concern about their 
situation. They will also ask him to clarify some matters related to the 
implementation of the agreement which have given rise to doubts. They were unable 
to express an opinion about these issues because they did not participate in the 
meetings when the pact was drawn up. 


Problems 


With regard to the problems that plague the auto industry, the memorandum states 
that there is "depressed demand," attributed to the following causes: 


"Regressive distribution of income, which makes it very difficult to sell new and 
used, small and medium units to traditional buyers, generally civil servants who 
have seen their real income shrink dramatically. That circumstance and uncertainty 
about future income prevent them from commiting their savings or taking out loans 
to buy a car or trade in their old one. The total absence of first-time buyers is 
conspicuous throughout the market. 
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"High rates of payable interest on the financial market, which causes potential 
buyers to place their money in short-term, high-liquidity investments, in view of 
expectations that the relative prices of automobiles will drop. The generalized 
depression of the market is well known, so the potential buyer holds back while 
marketing firms persistently offer lower prices to the public, trying to solve the 
most pressing budgetary problems. 


"High rates of receivable interest, which far exceed the indebtedness capacity of 
those who would like to purchase autos through medium-term financing of part of 
the price (12 or 30 monthly payments)." 


Another factor pointed to as causing the sector's slump is the massive build-up of 
inventories of units from different sources and with various financing terms; even 
within the same makes and models, there are differences in price that confuse the 
purchaser." 


The document also comments on the "uncertainty of potential buyers with regard to 
the future resale value of the unit they are thinking of buying, the reason for 
the insecurity being the presence on the market of various makes with their 
different servicing terms, spare parts, etc.;"' unemployment and underemployment 
and the instability of work for white-collar workers and small and medium business- 
men; and the "shrinking demand for these goods in general for the above reasons, 
as well as the profound demoralization of the different economic units, businesses 
and families, the former lacking the motivation to invest and the latter having no 
incentive to raise their standard of living." 


Delicate Situation 


The memorandum stresses that the marketing firms are undergoing a "delicate situa- 
tion" because the regular supplies of manufacturers and distributers who must main- 
tain adequate inventories to "be able to balance the manufacture or importation of 
these goods with final demand," must be absorbed. In addition, "in the past 12 
months, the high costs of financing and the significant gap between those costs 
and the prices of these goods to the consumer, have led to a considerable 
reduction of the minimum working capital of businesses. At present many of them 
are experiencing deficits in their working capital, and there is a serious danger 
that this destabilization, in many cases, will force them to pull out of the 
market altogether, with all the economic and social implications that follow." 


In this regard, the memorandum notes that the marketing network for new and used 
units is made up of more than 4,000 establishments throughout the country that 
employ some 80,000 workers, taking into account marketing, servicing and administra- 
tive operations. Furthermore, the marketing sector's presence in the market 
"allows for the existence, going backward, of distributers and manufacturers 
(including auto parts firms), and going forward, of service centers, gas stations, 
garages, tire stores and body shops, all of which, in turn, are consumers in their 
own right of intermediate inputs, and patronize insurance firms and financial 
entities. Therefore, the destabilization of our businesses is transmitted to the 
entire economic and financial circuit; so the first priority is to stimulate our 
sector and provide an adequate framework for profitable ventures." 
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After pointing out that “we are not appealing to a paternalistic state to 
guarantee the success of our activities; we only want economic officials to take 
action in areas where our efforts and intelligence have no influence," the 
document lists a series of measures designed to reactivate the market. 


Measures to Adopt 


Among these suggestions there is a proposal "to bring down interest rates, so that 
payable interest rates will experience negative movement and receivable interest 
rates will come in line with the profit margin of investment, thereby stimulating 
overall demand; to define the country's industrial profile and, of course, the 
tariff policy; to ease tax pressures on the auto industry, in terms of both costs 
and later use by the consumer; to implement a suitable pricing and income policy 
that takes the morphology of the market into consideration, favors the growth of 
supply by preventing the necessary surge in demand from being translated into 
higher prices, and allows a progressive distribution of income in order to make 
better use of installed capacity and manpower." 


Further on, the memorandum requests the correction of the problems encountered in 
the sector due to direct sales by factories and distributers to consumers, as well 
aS payments in kind to suppliers, obviating the intervention of the marketing 
sector and entering into open competition with it. It also complains about firms 
that appear to be independent concessionaires but are actually sales outlets for 
distributers and factories. 


Comp lement 


In the other document presented to Mr de las Carreras, the marketing representa- 
tives assert that it is necessary to point out that the reactivation of the sector 
does not entail only the autonomous reactivation of the factories; the problems of 
the auto industry extend backward to the auto parts and service sectors, and 
forward to the entire marketing network of new and used cars, as well as domestic 
and imported ones." The document remarks that "unfortunately" the marketing sector 
did not participate in the meetings between factories and the Ministry of Economics. 


After referring to the previous memorandum, the document adds that "demand for 
cars, in our opinion, has more elasticity of income than prices on the domestic 
market, not discounting the relevance of the latter variable. Moreover, the 
domestic market is conditioned by the levels of receivable and payable interest 
rates. While the possibilities for exports will enable us to decongest part of the 
market for products in factory inventories, they will not make life easier for the 
marketing firms we represent; the distributer of automobiles at the consumer level 
should take a look at the stocks of marketing firms, which have already alleviated 
much of the tax pressure--for example, domestic taxes and the National Freeway 
Fund--through the manufacturers or distributers of imported automobiles. Moreover, 
the economic value of their goods for sale will drop." 


Questions 
In addition to pointing out that the marketing sector was not consulted regarding 


the agreement, the memorandum states that there are still some disturbing questions 
about how the agreement will be implemented. 
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From their point of view, it is not sufficiently clear what the discount will be 
on prices for that sector (there is talk that factories will absorb 3.5 percent 
and concessionaires an equal percentage) and whether or not there will be partial 
price increases by the end of the year. 


Furthermore, there is some doubt about used cars, and for the time being, in view 
of reports of lower prices, sales have ground to a halt. 


"Only a Palliative,'"' Frigerio Says 


The first vice-president of the Integration and Development Movement (MID), 
Rogelio Frigerio, said yesterday that the government's decision to enter into an 
agreement with the auto industry for a 14 percent reduction of auto prices and a 
24 percent cut in commercial vehicle prices "does something"' to alleviate the 
situation, but "has no bearing on the depth and magnitude of the present crisis." 


He added that more than 6 months after the government took office, "we can only 
see minor efforts" to try to solve "a crisis that is knocking at the door of every 
Argentine citizen." 


"That crisis is demonstrated," he went on, "by the fact that Argentina's gross 
domestic product grew at an average rate of 1.9 percent during the last 10 years, 
while the GDP of all Latin America grew by 101 percent during that same period." 


"We must point out," he stressed, "that both growth rates are on a basis of under- 
development, but ours was accentuated in the last 5 years by the liberalization 
policy of Martinez de Hoz. The economic circumstances he left us have still not 
changed substantially." 


When asked on a radio show what was the correct way, in his opinion, to solve the 
crisis, he said, "We must do exactly the opposite of what has been done in the 
last 5 years," because reaching agreements such as the one with the auto industry 
"is just covering up the huge holes in the industry that cause massive unemployment 
and bankruptcies." 


8926 
CSO: 3010/202 


28 














COUNTRY SECTION ARGENTINA 


DROUGHT THREATENS WHEAT CROP 
Wheat Losses Up, Fears for Corn 
Buenos Aires LA NACION in Spanish 23 Oct 81 p 1 


[Text] The drought that is now plaguing much of the plains of La Pampa has already 
caused serious damage to the fine grain harvest, and the losses are mounting as 
the rainless days continue. In Villarino and Coronel Dorrego, losses were estimated 
at 70 percent yesterday. The drought is now threatening the coarse grain harvest 
as well. 


"Corn producers in northern La Pampa who have not been able to plant their crops 
within the next 10 days should forget about that crop and look for another alterna- 
tive," said an. Agriculture and Livestock Ministry official yesterday. He added 
that some farmers are already switching from corn to sorghum, sunflowers or 
soybeans because those crops have a longer planting season. 


The crisis in the fields is affecting livestock as well as agriculture: In the 
southern Buenos Aires districts livestock is being turned loose in the wheat 
fields, and female breeders are being sold off increasingly because there is not 
enough food in the pastures. The United States, the world's foremost grain 
exporter, is following this situation with great interest. 


"Argentine Harvest on Verge of Disaster, Claims USDA" is the headline of a story 
transmitted over the wires yesterday from Washington by the Reuters news agency. 
The report quotes the agricultural adviser of the U.S. Department of Agriculture 
in Buenos Aires, who says that with good rains in the next 2 weeks, 8 million tons 
of wheat could be harvested; without rain, 7 million tons. "If the drought is accom- 
panied by several days of high temperatures, the results could be catastrophic," 
he adds. 


The present production estimate by the American official coincides with the predic- 
tion made yesterday in Misiones by the Argentine minister of agriculture and live- 
stock. Jorge Aguado did not give any figures, but he said that despite the 
drought, a volume similar to last year's could be expected, so there would be no 
problem meeting international commitments. The harvest last year was just under 8 
million tons. Official sources are more pessimistic, however, estimating a harvest 
of just over 7 million tons. 


29 














The drought, which is widespread, continues to wreak havoc in the south of Buenos 
Aires, one of the principal wheat regions of the country. The minister of 
economics of that province will go today to the districts of Villarino and Coronel 
Dorrego to deal with the emergency. The mayor of Villarino stated yesterday that 
losses have already reached 70 percent, while the mayor of Coronel Dorrego 
asserted that if heavy rains come immediately, there will be a total loss in his 
district of 70 percent. In Coronel Suarez, considered until now to be a "green 
island" in the drought, producers estimate that if there is no significant 
rainfall before 2 November, the current harvest will be lost. 


Recalling a statement by Minister Aguado, a grower commented several days ago that 
"this year it looks like we will not be blessed with the irreplaceable technology 
of God."' Is that true? 


Officials Express Concern 
Buenos Aires LA NACION in Spanish 23 Oct 81 p 6 


[Text] In a recent meeting with the presidents of the country's major agricultural 
enterprises, Minister Aguado has acknowledged for the first time that there has 
been a loss in the wheat harvest. He explained that no definitive estimate can be 
made of the magnitude of that loss. This lack of data is probably the reason it 
has taken so long for officials to admit that this situation exists, when it has 
been concerning growers for such a long time and has been the subject of numerous 
detailed reports and comments. We must accept that even today it is impossible to 
formulate a precise evaluation of the loss, because in the final analysis that 
will depend on unforeseeable weather conditions. Unfortunately, however, there is 
already irrefutable evidence that the loss will be between 30 and 50 percent of 
the fine grain harvest in southwestern Buenos Aires, large areas of La Pampa, 
eastern Cordoba and southern Santa Fe. The U.S. Department of Agriculture, 
moreover, estimates that from a total of 9 million tons of wheat, according to 
last month's calculations 200,000 tons must be subtracted. 


The area planted-.in that crop, some 5.5 million hectares, is greater than it was 
last season, which will make up for the drought in a way. The drought has been so 
persistent in some areas, such as Bahia Blanca, that except for some light rains 
over a long period of time, it can be affirmed that there has been no rain in 15 
months. In general, the rain that fell in some parts of southern Buenos Aires in 
late September (after going without precipitation since July) rather than allevia- 
ting the situation, merely raised hopes--soon to be dashed--that the drought would 
be over once and for all. 


The situation is serious, as attested by some irrefutable figures presented in the 
report by the Bahia Blanca chapter of the Association of Argentine Cooperatives, 
as well as the conclusions of the Regional Advisory Council of that association, 
and the statements made by the undersecretary of agrarian affairs of the Province 
of Buenos Aires. Furthermore, the Agricultural Emergency Commission will meet on 
29 October to study the requests submitted by several districts to declare a state 
of emergency, without discounting the possibility that states of emergency that 
already exist will be extended, as in the case of Carmen de Patagones. 











The above-mentioned figures regarding the percentage of the losses (which vary 
from one district to another) may go even higher if it does not rain in the next 
few days. 


To make matters worse, some wheat crops have been damaged, although still only 
slightly, by an infestation of green plant lice. In addition, the pernicious 
effects of the lack of water are extending into pastureland, which poses a clear 
risk to livestock production. 


The Confederation of Buenos Aires and the Pampa Rural Associations (CARBAP) has 
called a meeting of growers, agricultural officials and mayors of the damaged dis- 
tricts for tomorrow in Bahia Blanca, to study this gloomy picture and discuss the 
possibility of adopting some measures. 


It goes without saying that the drought is the main cause for concern in this 
area, but there is an underlying criticism by some groups of certain aspects of 
the policy being pursued in the agriculture and livestock sector. 
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COUNTRY SECTION BRAZIL 


GALVEAS TERMS SITUATION MOST DIFFICULT OF LAST 40 YEARS 
Rio de Janeiro O GLOBO in Portuguese 22 Oct 81 p 20 


[Text] Brasilia--Finance Minister Ernane Galveas said yesterday he has never seen 
a situation so difficult for the nation as the present one. But he believes Brazil 
will overcome its problems and 1982 will be a better year for the economy. 


"In my 40 years in government service, I have never seen a political, social and 
economic situation as difficult as this one, combined with an international situa- 
tion that is also difficult. But in a country with the natural resources Brazil 
has, all we need is an honest, intelligent and competent ovevenees for problems to 
be solved," asserted Galveas. 


Speaking at a luncheon sponsored by the Brasilia Association of Economic Journalists 
(AJOEB), Galveas said the economies of the United States and Europe should recover 
next year, which will be reflected favorably in the performance of the Brazilian 
economy. Moreover, international interest rates should not be as high as they are 
this year, according to him. 


Next year should also be better from the standpoint of economic growth, according 
to the finance minister, as"when the inflation rate is declining new investment op- 
portunities are openedup." Galveas, however, did not wish tomake:projections about 
what the growth rate may be, noting only that 16 percent of the Gross Domestic 
Product (PIB) would have to be invested for the economy to grow 4 percent. He fur- 
ther admitted that PIB growth will be greatly diminished this year, but in this case 
also refused to project figures. 


The finance minister deplored the existence of "a false impression that the govern- 
ment is causing the recession,"' saying that the main concern of the government is, 
in fact, to promote the most economic growth possible. He pointed out, however, 
that this growth cannot be encouraged indiscriminately in view of an inflationary 
situation and balance-of-payments problems. 


By the same token, Galveas added, the government is also doing all it can to increase 
the number of jobs in Brazil, "but it cannot renounce its restriction of public in- 
vestment and monetary policy; otherwise, it would simply »: ratifying the current 
rate of inflation." 


According to him, if exports continue growing at an annual rate of 15. percent and 
imports remain flat or increase no more than 10 percent, the balance-of-payments 
problem will be overcome by about 1985 or 1986. He reiterated his prediction that 
the trade balance could show a surplus of $3 billion next year, adding that the sur- 
plus could reach $8 billion by 1985. 
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COUNTRY SECTION BRAZIL 


LANGONI SAYS ECONOMIC POLICY WILL REMAIN SAME IN 1982 
Sao Paulo FOLHA DE SAO PAULO in Portuguese 8 Oct 81 p 20 


[Text] Brasilia and Sao Paulo--Carlos Geraldo Langoni, president of the Central 
Bank, said in Brasilia yesterday that next year the government will seek only to 
maintain present economic policy, without looking to new restrictions. According 
to him, this should permit some improvement of production growth, as the inflation 
rate is already falling. He also explained that the initiatives of the United 
States to reduce Brazil's borrowing from the World Bank are the result of the na- 
tion's good performance in entering new markets and creating strong competition for 
industrialized nations. 


After stressing that in September foreign borrowing, mainly through Resolution 63, 
doubled over that of August, Langoni said this shows that the policies in effect 
are producing the desired results, especially restriction of bank loans. Although 
admitting that limiting credit expansion creates to some extent a "money cartel," 
to use the expression of former cabinet minister Mario Henrique Simonsen, Langoni 
said that, because it is a temporary measure, for the present it has provided good 
results. 


Foreign Funds 


Langoni asserted there is no intention to make any changes in exchange policy but 
admitted that, in regard to obtsining foreign funds, the Central Bank is always 
studying improvement of these mechanisms. For example, he reported that it is cur- 
rently studying a formula to give more flexibility to the credit limitation on pri- 
vate banks, creating an incentive for domestic lending in proportion to the volume 
of foreign loans recycled. Langoni emphasized several times, however, that this is 
a "subject under study, without any decision as yet," adding that, in any event, 
this new system would not be compulsory for banks. 


This Central Bank study was confirmed in Sao Paulo by the chief executive of 
BRADESCO [Brazilian Discount Bank], Lazaro de Melo Brandao, who had talked with 
Langoni. This credit proposal, which could go into effect in 1982, would allow 
institutions to exceed the limit established for domestic loans provided that they 
lend an amount corresponding to foreign loans obtained through Resolution 63. 


Brandao explained that in this system only banks that wanted to increase their 
cruzeiro lending while maintaining the same proportion of credit in dollars could 
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participate in the program, which would not be a compulsory requirement for finan- 
cial institutions. "Hence, it is a much more flexible plan, which provides ample 
freedom of choice for each bank,"' Brandao commeuted. 


Announcement of this formula that the Central Bank is analyzing also put an end to 
a number of uncertainties raised in regard to the subject. That is because at first 
the idea of credit quotas presupposed a hybrid system in which the bank would have 
to lend half its money in cruzeiros and the other half in dollars: "A completely 
unworkable arrangement, because you cannot force foreign money on a client who does 
not want it," said Brandao. | 


In keeping with this new voluntary concept of the quota, the BRADESCO president be- 


lieves there will be a much healthier competitive spirit in the sector, besides re- 
sponding to the aspirations of the banks. 
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COUNTRY SECTION BRAZIL 


AEB HEAD SAYS 1981 EXPORTS WILL NOT MEET $26 BILLION GOAL 
Sao Paulo 0 ESTADO DE SAO PAULO in Portuguese 23 Oct 81 p 28 


[Text] Porto Alegre--Laerte Setubal, president of the Brazilian Exporters Associa- 
tion (AEB), asserted in Estrela, Rio Grande do Sul, yesterday that Brazil will not 
meet the goal of $26 billion originally set for this year's exports. Brazil's for- 
eign sales are more likely to close the year with a total of only $24 billion, 
while imports will amount to a little more than $24 billion. 


He does not believe, however, that zero growth in the Gross Domestic Product (PIB) 
next year will jeopardize the 1982 trade balance, because low domestic demand 
forces business to find foreign markets for their surplus production. 


This will also, Setubal says, be a way of reactivating the economy. When credit 
was easy and interest rates low, he asserted, many businessmen built up speculative 
inventories. It was advantageous to produce for inventory, waiting for prices to 
rise, because the cost of carrying inventories was always less than the rate of in- 
flation. When interest rates rose, this became impossible: financing costs became 
prohibitive for this type of operation. 


Meanwhile, demand began falling off. At the same time that production was being 
reduced to liquidate inventories, consumption was also falling. Both inventories 
and demand fell. It now appears that demand has flattened out, the AEB president 
said, although invetories will have to fall a little more, "but the time will come 
when they must be rebuilt." It will then be possible to reactivate the economy. 


Inventories 


Growth of agriculture, forecast at f to 7 percent, and a sizable increase in the 
service sector should offset the negative growth of industry of about 4 percent. 
The result is that the economy will probably have about a zero growth rate. But, 
in the case of iniussty. business will not be able to continue producing in propor- 
tion to demand, which Laerte Setubal feels is not sufficient in aggregate terms. 
"And," he said, "for one reason: reducing production raises unit costs, It is a 
basic rule of the economies of scale." 


Thus, when it comes time to rebuild inventories, business will have to find addi- 


tional markets so as not to make consumption of its products unfeasible at the do- 
mestic level, as is already presaged in the automobile sector. The government is 
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predicting a 20 to 25 percent increase of exports annually through 1985. Imports, 
according to Setubal, cannot be reduced further, so as not to jeopardize the rest 
of the economy, and the government itself concedes they will grow at an average rate 
of 17 percent annually. 


The AEB has suggested to the government an “extra effort" so that next year Brazil 
will export not just the $28.8 billion forecast but, rather, over $31 billion. 
Petrebras expects to export about $1.2 billion of petroleum derivatives in 1982. 
ENGESA [Specialized Engineers, Inc]--a private ordnance firm--should export another 
$1.2 billion, while IMBEL [Ordnance Industry]--a state enterprise in the same sec- 
tor--wili export an estimated $1 billion. Right there, according to Setubal, there 
is already additional revenue of $3.4 billion. 
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COUNTRY SECTION BRAZIL 


PENNA ATTRIBUTES DROP IN OUTPUT TO REDUCTION OF WASTEFUL CONSUMPTION 
Sao PauloO ESTADO DE SAO PAULO in Portuguese 23 Oct 81 p 28 


[Text] Rio de Janeiro--Industry and Commerce Minister Camilo Penna yesterday of- 
fered a new explanation for the decline in the Brazilian economy this year: reduc- 
tion of waste inconsumption. Addressing the Second Annual National Symposium on 
Welfare and Benefits, he said this factor accounts for much of the reduction in 
Gross Domestic Product (PIB) without lowering the living standard of the Brazilian 
people. He added that the PIB “does not represent benefits, but rather the cost of 
these benefits. 


"Producing or consuming at lower cost or not throwing something away," asserted the 
cabinet minister, “are factors reducing the PIB. This happened in 1981 and I be- 
lieve a certain percentage of the PIB reduction indicates, to the contrary of what 
one might think at first glance, merely a national victory, a rational increase in 
productivity and a reduction of waste." Penna said he was almost sure, moreover, 
that part of the composition of the PIB was an increase in domestic savings, “still 
small, but essential to the current exporting and investment effort." 


Wage Law 


In Penna‘'s opinion, the current wage law and priority to agriculture are the most 
powerful instruments adopted in the history of Brazil for social and spatial de- 
concentration. "So powerful," he stressed, "that, in my view, they speeded up the 
process more than the government itself wanted." He added that the law has an 
original and seldom-discussed concept, which is direct linkage of income redistri- 
bution to the rate of inflation, whereas [monetary] correction [on capital invest- 
ments] is not [directly] linked to inflation. Hence, he says, the higher the rate 
of inflation, the greater the income redistribution. 


Penna explained that, with a high rate of inflation, there is a loss of [real] in- 
come during the 6-month interval [between wage adjustments] by all classes, whether 
their salaries are high or low, but the effect of redistribution remains, "It is 
necessiry to redistribute income; it is necessary to protect the remuneration of 
labor from inflation. The wage law was, is and will be an act of courage and jus- 
tice." He said, however, that when its provisions were being studied an inflation 
rate of 45 percent a year was assumed but, with an inflation rate of 100 to 120 
percent, "the pace of redistribution or of correction of the peaks on the dates of 
revision was or is two or two and one-half times What wads expected." 
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The cabinet minister stressed that two unforeseen aspects arose. Although in pri- 
vate industry the middle class may have received wage increases exceeding those re- 
quired by law, employees do not know whether this will occur again on the next 
round and they fear loss of future income or loss of employment. And in the state 
enterprises this loss of income has already occurred, a very great loss during the 
2 years the law has been in force, 


According to the cabinet minister, the official or skilled worker in a government 
enterprise, due to family needs or market competition, transfers to a private com- 
pany or remains in an unequal situation, with negative effects on administration 
of the state enterprise, which in Brazil accounts for a large part of basic produc-~- 
tion. "The wage law has profound effects indeed. The objective is all right; what 
I am talking about is the amount and rapidity [of its effects]." 


Abuse 


At a press conference, the cabinet minister admitted that bankers are taking advan- 
tage of interest rates in the domestic market, but did not say whether there is fi- 
nancial speculation. Regarding debts of some state enterprises accountable to the 
MIC [Ministry of Industry and Commerce], he mentioned those of SIDERBRAS [Brazilian 
Iron and Steel Corporation], which owes more than 30 billion cruzeiros on overdue 
accounts because of the Treasury's money..shortage andthe :-17 percent drop in steel 
sales in the domestic market during January to October of this year compared with 
the same period last year. 


He added, however, that the domestic price of the product had been 20 percent below 
the international price and today it is 15 percent less. As for the BNDE [National 
Economic Development Bank], he asserted that it is receiving 94 billion cruzeiros 
less as a result of the difference in monetary cofrection, set at 20 percent, and 
is thus having trouble providing capital. 
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COUNTRY SECTION BRAZIL 


ALGERIA SEEKS LICENSE TO MAKE CASCAVEL; OTHER MILITARY NEGOTIATIONS 
Sao Paulo O ESTADO DE SAO PAULO in Portuguese 23 Oct 81 p 6 


[Article by Roberto Godoy: "Algeria Negotiates License to Make Cascavel Armored 
Vehicle" J 


[Text] The government of Algeria would like to be licensed to make the Brazilian 
Cascavel EE-9 armored cars produced in Sao Paulo by ENGESA (Specialized Engineers, 
Inc) and widely used in the Middle East, Africa and Scuin America. The subject is 
considered confidential within the company, but it is known that the negotiations, 
initiated recently between trade representatives of the two countries, have evolved 
from a simple and routine selling process to a more ambitious pros;ram for installing 
an assembly line in Algiers. 


The Cascavel EE-9 is a light assault vehicle on wheels, tested under actual fire in 
the Libya-Egypt (it equips the Tripoli land forces), Iran-Iraq (in the Baghdad 
army) and Libya-Chad conflicts, as well as having had tactical use in the military 
movements of Bolivia, for example. Considered by specialists as one of the best 
combat vehicles of its category in the world, it continues to lead ENGESA exports, 
together with the multipurpose Urutu EE-11 amphibious vehicle. 


The project of reequipping the Algerian armored infantry and light cavalry began in 
1980 by sending technical missions of government officials and experts to major 
supply centers. 


Specifically, the Algerian interest in the Cascavel is based upon its need to as- 
semble a "family" of combat vehicles, especially of light and fast models. At 
present Algeria uses 600 Soviet tanks that represent nearly 30 years of Russian 
production, from the T-54 to the modern T-62 and T-72. Its armed forces also have 
50 French AMX tracked units; 200 AML, BRIDM and BMP units for the mechanized in- 
fantry; 500 Frog-4 land-to-land rocket launchers; and, in the line closest to the 
Brazilian EE-9, 830 BTR of the 40, 50, 60 and 152 types intended for varied use in 
personnel transport, reconnaissance and attack. 


The ENGESA armored car of this category has the heaviest weapon, a 90-mm cannon 
(made in Bahia), 8 rounds to the minute, and also has:the greatest range: 750 kn. 
It moves at 100 km per hour and overcomes obstacles of all sorts with high-curva- 
ture "boomerang" suspension, Equipped with a low-profile tower, the EE-9 may have, 
as an extra resource, a 7.62 NATO antiaircraft machinegun, a system for 
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active-passive night vision, special radio and intercommunication sets, laser 
telemeter and extra ammunition storage for 21 projectiles inside the vehicle. The 
90-mm piece fires five types of projectiles: training, smoke-generating, explosive 
(HE), antitank explosive (Heat) and crushing explosive (Hesh). Each vehicle costs 
about $450,000 (50.4 million cruzeiros), although the price varies with the model 
chosen by the operator. 


In the case of Algeria, the version to be produced under license is still one of 
the points being studied, a spokesman for the Algerian Government told newsmen 
yesterday. 


Negotiations 


This, however, is not the only Brazilian deal for military materiel being negoti- 
ated in Africa, Nigeria, which is spending $6 billion on defense materiel, would 
like to acquire the production rights for the FAL automatic rifle, standard for 

the Brazilian armed forces. Iraq also, which has already bought more than $800 mil- 
lion of military equipment from the Sao Paulo ordnance complex between 1975 and 
1980, is signing new contracts amounting to $400 million. 


Other contracts are with Ecuador, for about $170 million, and with Colombia--only 
partly concluded--for $89 million. In a stage of preliminary negotiations there 
are proposals for transactions with Saudi Arabia, Jordan, Malaysia, Libya (one of 
the first international clients of the Brazilian ordnance industry) and China. The 
prediction of sources at the Foreign Affairs Ministry is that in 2 years the sector 
will be the second-largest category, in economic terms, among: Brazilian exports, 
reaching in the 1984-85 period a level immediately ahead of coffee: $2.5 billion. 
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COUNTRY SECTION BRAZIL 





TECHNOLOGY IMPORTS COST $400 MILLION IN 1981; POLICY SCORED 
Rio de Janeiro 0 GLOBO in Portuguese 22 Oct 81 p 24 


[Text] Sao Paulo--Technology imports will cost $400 million this year, according 
to the industrial technology secretary of the Industry and Commerce Ministry, Jose 
Israel Vargas, who said the public sector accounted for 62 percent of these imports. 


He participated in the second session of the Seminar on Science and Technology in 
Industrial Development, where he revealed that foreign companies with branches in 
Brazil account for 18 percent of technology imports and the remaining 20 percent 
are paid for by private domestic enterprise. 


Israel Vargas said that, if one were to take into account the fact that in many 
cases the private sector imports technology to fill orders from state enterprises, 
the public sector becomes responsible for 80 percent of expenditures. 


Industrial Espionage 


Plinio Assman, president of the Sao Paulo Iron and Steel Company (COSIPA), invited 
industrialists to visit his steel mill in Cubatao and copy from it all the foreign 
technology existing there. 


"Our doors are open to the industrialist who wants to do so," he said, recalling 
that the company has been carrying out a program to stimulate domestic technology 
jointly with the Funding Authority for Studies and Projects (FINEP). 


Assman lamented the fact that "although COSIPA has opened its doors for copying 
imported technology for a long time, there has not yet been interest expressed by 
_ any Brazilian businessman. 


"Don't ask me why this is; ask the businessmen," he said. 


The COSIPA president said the company's position is "delicate'’ but, with a foreign 
loan of $200 million by the end of the year, the mill will have its financial af- 
fairs "under control." According to Assman, COSIPA's debts now total 10 billion 
cruzeiros. 
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Seminar Criticizes Technology Policy 


Sao Paulo--Brazilian legislation for foreign capital is among the most liberal in 
the world. For several decades this has been harming genuinely domestic enter-.. - 
prises, especially in regard to technological development. This development is be- 
ing carried out in an increasingly inappropriate manner, through imports of "closed 
packages."' Even establishing a joint venture does not guarantee creation of Bra- 
zilian technology, because even in this case the foreign partner does not pass 
along his knowledge. 


That is a summary of comments by several participants in the Seminar on Science and 
Technology in Industrial Development, commemorating the 30th year of the National 
Scientific and Technological Development Council (CNPq), being held in the theater 
of the BANESPA [Sao Paulo State Bank] Sport Club. 


Waldimir Pirro e Longo, director of technological development for the Industrial 
Technology Foundation, made the sharpest criticism, concluding that technological 
dependence is causing, among other things, increased unemployment of specialized 
personnel (engineers, programmers, mathematicians, administrators, etc.) and com-_. 
plete lack of motivation in science and research, 


Without Compensation 


One of the discussion participants, Jose Mindlin, president of Metal Leve, said 
that legislation for foreign capital in Brazil is so liberal that a point has been 
reached where nothing more is asked of the multinationals in compensation. 


"Why not pass a law that requires multinationals to train technicians here?" Mindlin 
asked, explaining that the formula would contribute partially toward déveloping a 
domestic technology here. 


"Tf we don't demand it, they won't give us anything," he added. 


Dilson Funaro, president of Troi, also complained about “the lack of an effective 
policy that leads to the nation's technological development."' According to him, 
when a domestic businessman who has access to a certain technology sets up a joint 
venture it is because he is forced to do sce to assure his very survival. 


"It is a case of forming a partnership or dying,"’ Funaro asserted, "because by 
that time another multinational will already have obtained authorization to become 
established in Brazil, even if it will compete directly with the domestic business 
in question, with all the favors of the government. This always happens at times 
of crisis--and nothing indicates that the same thing is not occurring at this very 
moment ."’ 
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COUNTRY SECTION COSTA RICA 


PVP MORA VALVERDE INTERVIEW: 'COUNTRY RULED BY U.S." 
Havana VERDE OLIVO in Spanish 11 Oct 81 pp 12-14 


[Article by Roberto Morejon on interview with Manuel Mora Valverde, secretary 
general of the Central Committee of the Popular Vanguard Party (PVP)] 


[Text] "Amid persecution and repression, under harsh conditions in the 
underground, always faced with the vile slander that reactionaries, taking 
advantage of their superior material resources, have futilely hurled at him 
and his organization, Manuel Mora always showed himself to be a model 
communist leader, genuine patriot and uncorruptable internationalist, as well 
as a living example of honesty, moral toughness, talent and courage" (The words 
of Carlos Rafael Rodriguez at the "Playa Giron" Order presentation ceremony). 


Showing obvious resolve and energy, he leans over the tape recorder as if 
to make sure his comments get across: 


"We will continue striving to defend the existing democratic system in Costa 
Rica, in spite of all its limitations, for the purpose of safeguarding peace. 

We will also prevent the establishment of a fascist regime and the transformation 
of our country into a base of operations against Nicaragua, El Salvador, 
Guatemala and Cuba. We will fulfill this pledge to the best of our ability." 


Manuel Mora Valverde is regaining the vitality he displayed back in the 1930's 
when he headed up strikes and meetings, or the resolve he has stored up over 
the past 50 years, which is as long as the Costa Rican PVP, of whose Central 
Committee he is secretary general, has been around. Danger threatens his 
country. 


"My country's politics is run by the United States. With presidential 

elections scheduled to be held in February 1982, Washington is getting 

involved to the point of playing a domestic role that could decide the destinies 
of a people. 


"Behind this lies the imperialist interest in recovering Nicaragua. The 
conditions are not right for intervention there, although they have not ruled 
it out. In the meantime, they are trying to economically suffocate Sandino's 
homeland, encouraging Somozist infiltration and fomenting local subversion." 


After underscoring the CIA's active role in the region, the leader of Costa 
Rica's communists clearly explains why the United States has to have a docile 
regime in San Jose. 
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"The administration of the current president, Rodrigo Carazo, has a lot of 
shortcomings; it has made enough blunders to be repudiated by the people. 
Nevertheless, for one reason or another, it has not satisfied the Reagan 
administration by giving it opportunities to engage in machinations against 
the Sandinists. 


"With elections on the horizon in Costa Rica, imperialism is thus after a 
coup d'etat, showing that it does not have enough faith in the declared 
candidates. Heading off this threat is a vital objective of the PVP. The 
people's democratic traditions mst be respected." 


Manuel Mora Valverde then brings out numerous newspaper clippings about the 
rumored reactionary move. Each paper has assessed the possibility from its 
own ideological vantage point. If it were to materialize, the "model 
democracy" image that the United States ascribes to Costa Rica could be 
tarnished. We put it that way to Mora Valverde. 


"Yes, but they are making propaganda attributing the coup to supposed 
communist intervention. They are trying to confuse things by concealing 
the origin of the actual instigators. In any case, the masses are going to 
answer the challenge." 


The secretary general of the PVP sees the imperialist actions as an indirect 
unifying element for the foreign and domestic policies of the nations of 
Central America. In this regard, we can no longer talk about independent 
action within one's own borders, he asserts. 


"Central America and the Caribbean have been declared zones of vital 
importance for American security. The United States has even defined the 
Caribbean as its future ‘lake,’ because it is the key to the two oceans and 
to the United States's territorial waters. Thus, over the years it has 
manuevered to turn the five republics into just one. 


"Since it encountered obstacles, it created puppet armies in El Salvador, 
Guatemala, Honduras and Nicaragua. It wasn't able to in Costa Rica because 
of strong popular opposition." 


Over the past 50 years the involvement of the PVP has been a decisive factor 
in the Yankees’ unsuccessful attempts to establish Costa Rican Armed Forces 
modeled after those in its neighbors. This is one of the communist 
organization's momentous accomplishments. 


"Former President Calderon Garcia told me once that a Gringo ambassador had 
commented years ago: ‘Well, Costa Rica is still a somewhat difficult country, 
but we no longer need to have an army here because there's a very good one 
called the Nicaraguan National Guard. '" 


The Sandinist victory, the consolidation of the Cuban Revolution and the 
emergence of major guerrilla movements in El Salvador and Guatemala have 
put the need for a servile regime in San Jose back on the front burner, 
Valverde says. 
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In light of the aforementioned ideas, we attach even greater significance to 
the ongoing struggle of Costa Rica's communists, grouped together in the 
PVP and guided by Manuel Mora from his seat in Congress, in the battlefield 
or addressing an enthusiastic workers meeting. We can also see the work of 
activists in these areas. 


"Costa Rica has a great many social problems. Right now there are two major 
strikes going on, one against Standard Fruit and another on BANDECO land. 
Both of these transnationals pay low wages, especially after the devaluation 
of our currency ($1 dollar=30 colones). 


"Staple foods have gotten more expensive; the price of milk, for example, 
jumped from 3.5 to 7 colones a liter. They are trying to enrage the people 
end then justify extreme measures." 


Mora Valverde explains an emerging solution that his party has proposed to 
the worsening economic situation. 


"We have neither dollars nor oil, but we do have rich, uncultivated land. 
There is our source of food, because with such fertile lands we could be 
gathering in rice, beans, corn, sorghum, meat, milk, butter in a few months 
time... 


He stresses that in order to carry out such a project, funds must be earmarked 
for the development of farm production, without waiting for dollar loans from — 
banks to pay for luxury imports for the wealthy. 


"We are fighting for a law to ban food exports unless the country can guarantee 
local supplies. There is no oil now, and the people are buying the worst 
meat at high prices. Nevertheless, much of our output goes overseas under 
the pretext of earning foreign exchange, and we know to whose benefit." 


In addition to the PVP's efforts, the United People is doing an outstanding 
job in Costa Rica. Working together under this banner, the Popular Vanguard, 
Costa Rican Socialist and People's Revolutionary Movement parties intend to 
put the masses on a combat footing. 


"We have a common program with an eye towards the February elections. We are 
backing a single candidate: Dr Rodrigo Gutierrez. 


"Our three parties pursue substantially the same political line. We are 
anti-imperialists, we support the liberation of the peoples of El Salvador 
and Guatemala, we offer solidarity to Cuba and Nicaragua vis-a-vis any 
Situation, we sympathize with the positions of the USSR, we reject war and 
we encourage peace. In addition, we are coordinating stands in light of a 
possible coup d'etat. For the sake of preserving peace, the PVP would like 
to further expand this alliance." 


In conclusion, we asked the communist leader, who at various times has been 
a victim of persecution, forced into the underground and exile and a target of 
slander, about his personal impressions on receiving the "Playa Giron" Order 
from the Cuban Council of State. 


45 











"They conferred on me the highest honor that a Latin American communist can 
aspire to. I deeply appreciated the decision by the leadership bodies of the 
Cuban party and governuent, which are made up of revolutionaries of great 
moral and intellectual valor, in other words, true rvolutionaries. 


"Their decision was, first and foremost, an acknow.edgment of my loyalty to 
revolution for 52 years, which is the most important thing in my judgment. 


"When Fidel bestowed the order on me, I recalled how he brilliantly absorbed 
the principles of Marxism-Leninism, his reliance on collective leadership, 
his permanent contacts with the people, in a word, his integrity. I then 
realized how great an incentive had been awarded me and the PVP too." 


"Under the leadership of Manuel Mora Valverde, the Popular Vanguard Party of 
Costa Rica has always defended Marxism-Leninism and remained faithful in 

its actions to the principles of revolutionary internationalism. It has been 
uncompromising in the face of every revisionist and opportunist folly. It 
has not yielded to any anti-Soviet demand. Manuel Mora...has become one of 
the most prominent and prestigious figures in the commnist and labor 
movement" (Carlos Rafael Rodriguez at the "Playa Giron" Order presentation 
ceremony). 
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COUNTRY SECTION COSTA RICA 


COMPARISON OF BASIC ASPECTS OF PARTIES ECONOMIC POLICIES 
San Jose LA NACION in Spanish 18 Oct 81 p 4A 
[Article by Lidiette Brenes de Charpentier] 


[Text] The economic problems besetting Costa Rica are the most severe in 
its history. The four largest political parties have acknowledged as much 
by focusing their government blueprint for the 1982-1986 term on this area. 


National Liberation, National Movement, United People Coalition and Unity 
Coalition have drafted their programs in accordance with the philosophical 
principles they espouse. 


National Liberation, headed by Mr Luis Alberto Monge, bases its economic 
program on the four points contained in its overall program, dubbed "Let's 
return to the land." Its commitment is to production, because "there can 
be no peace without food," and to justice, because "there can be no 
tranquility under poverty." 


It also stresses ethical values among public officeholders, "because there 

is no trust among the people without good example from their leaders." Lastly, 
it has a responsibility to democracy "because there can be no progress 

without freedom." Social democracy is the source of its principles. 


The National Movement, which supports Mario Echandi, espouses the "republican 
democratic principles" that have inspired Costa Ricans since their 
independence, without labels. 

Its program, called an "economic recovery plan," calls for cutting the rise 
in government spending, as well as taxes, amending or eliminating unnecessary 
or counterproductive regulation and promoting a sound monetary policy to 
maintain the value of our currency. 


United People is made up of the Costa Rican Socialist, Popular Vanguard and 
People's Revolutionary Movement parties. They are all Marxist but say that 
setting up a socialist society here in the near term is not feasible. 


Therefore, their program calls for a struggle against the oligarchy and the 
interests of foreign capital. Their candidate is Dr Rodrigo Gutierrez. 


47 








The Unity Coa! n comprises Democratic Renewal, the Calderon Republicans, 
Popular Union « Christian Democracy. They assert that their principles 
are those of Ch ian Socialism. 


The main element in their government program is the National Economy 
Protection Law, which they propose to make an economic guarantees section of 
the Political Constitution. Their hope is that it will restore confidence 
among production sectors and guarantee the value of our currency. 


The Unity Coalition is backing the candidacy of Rafael Angel Calderon 
Fournier. 


LA NACION has done a comparison of the basic facets of the four parties’ 
platforms. To this end, we made use of documents from each of them, as well 
as interviews with Dr Eduardo Lizano Fait, from National Liberation; 

Mr Ernesto Lara, from the National Movement; Dr Alvaro Montero Mejia and 
Alberto Salom, from United People, and Dr Miguel Angel Rodriguez and Carlos 
Aguilar from Unity. 


Issue: Origin of the Crisis 


National Liberation: The government did not take the necessary precautions 
even though it knew that coffee prices would drop on the world market. The 
main cause of the crisis is poor management of the economy, plus a decisive 
psychological factor: lack of confidence in the government, both at home and 
abroad. 


National Movement: Continual budget deficits are to blame; we cannot always 
spend more than we have. For more than 10 years the budget deficit has been 
financed by printing money without backing and by taking credit away from 
private enterprise. The blunders of this government and of National Liberation 
have led to disaster. 


United People: Our economy's dependence on the world capitalist system, 
especially the United States, which has cornered domestic output, inasmuch as 
it sells to us at high prices and buys from us at low prices. Costa Rica's 
big millionaires, who have links to outside capital, are also to blame, as 
they have surrendered a good portion of our natural resources. 


Unity: There are both outside causes, such as worldwide inflation, the energy 
problem and the drop in coffee prices, and a domestic cause, the economic 
model that has been applied over the past 20 years, which has promoted 

output for consumption, not export. An unrealistic exchange rate and budget 
deficits have also been factors. 


Issue: Goals 


National Liberation: The real solution to our economic problems is an 
appreciable and sustained boost in production. The public sector is mainly 
responsible for stabilizing the economy, but an increase in output depends on 
the decisions of the private sector. We will give a strong boost to farming, 
marine resources, agroindustry, mining and tourism. 
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National Movement: Now is the time to create new jobs and to establish and 
reestablish industry. We will provide business and industry with the capital 
they need to modernize. Since the current system of depreciation is obsolete 
and counterproductive, we are calling for a much shorter amortization term 
than is currently allowed: 3 years for vehicles and 10 years for plant. 

An investment fund will thus be developed. 





United People: The "imperialist" companies will be nationalized. Suitable 
legislation will safeguard foreign investment that contributes to our economic 
and social development and respects our national sovereignty, and domestic 
investment in keeping with programs to meet the people's needs will be 
promoted. Control over the marketing of basic commodities and farm inputs. 


Unity: The country will get ahead only by producing. Incentives will be 
given to the export sector and suspended for small-scale industrialists who 
work with imported raw materials. We will put great emphasis on farming, in 
a bid to provide timely credit, suitable technical assistance, a guaranteed 
market and fair prices for farmers. 


Issue: Monetary and Credit Policy 


National Liberation: In the current situation the country requires a cautious 
monetary and credit policy because prices and the exchange rate are closely 
linked to the amount of colones that the Central Bank issues and puts into 
circulation. The main problem is that the public sector is "hogging" 
available credit. The public sector mst not finance its expenditures by 
having the Central Bank print money, and the private sector cannot finance 
its undertakings exclusively with bank credit. The Central Bank will not be 
an appendage of the presidency. 


National Movement: Our program calls for a monetary policy that does not allow 
the money supply to grow at a continually faster pace than goods and services. 
In order to curb inflation, we will restrain the growth of the nonproductive 
money supply. Credit, which the government has used to excess to finance its 
budget deficits, will be channeled towards the private sector. We recognize 
the independence of the Central Bank but will consult regularly with it on 

the economic program. Budgetary measures will be taken to reduce money 

supply growth. 


United People: Excessive growth of the money supply and the resulting inflation 
are symptoms of the real problem, lack of production. Domestic credit, 
controlled by the big capitalists and state-run banks, has been of use mostly 
to domestic and foreign big husiness, as well as in financing the government. 
Medium and small producers in the city and countryside have been left without 
credit. The Central Bank, the monetary policy-maker, cannot accomodate the 
interests of a small group. 


Unity: The government will guarantee the private sector that it will not use 
all available credit to finance its outlays, thus crowding out the production 
sector. The money supply should increase at the same rate as inflation in the 
countries from which we buy. The growth of monetary reserves will be regulated. 
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The Central Bank must monitor state-run and private commercial banks; there 
should be only one minister on its Board of Directors, so that the other 
members can act as they see fit. 


Issue: Exchange Policy 


National Liberation: The exchange rate has to be stabilized, but this does 
not mean returning to the fetish of a fixed, unchangeable exchange rate. It 
should be modified as needs dictate. 


National Movement: An exchange rate of no more than 18 colones to the dollar 
should be established; this can be maintained with absolute control of foreign 
currency. A free foreign exchange market should be banned. 


United People: A fixed exchange rate of no more than 15 to the dollar. 
Nationalization of foreign trade and control of foreign exchange movr sents 
and the prices of imported items. 


Unity: A true fluctuating rate for the colon so that it can stabilize (It 
hasnot floated until now). The Central Bank should not be in the business of 
maintaining parity. 


Issue: International Monetary Fund 


National Liberetion: The agreement will facilitate the procurement of foreign 
financing and impose a minimum degree of order in monetary and public finance 
matters. 


National Movement: Relations with the IMF are necessary. We must instill 
confidence in them, not try to deceive them, and let them know, in a dignified 
manner, that there has been a change in economic policy. 


United People: We should dispense with the pact because it is unconstitutional 
and violates our sovereignty. We ought tc pursue our own economic policy, 
free from outside demands. 


Unity: We back the agreement and will do everything possible to comply with 
it. We cannot roll over our foreign debt and obtain international aid if 
we do not have an agreement with the IMF. 


Issue: Government Spending and Taxes 


National Liberation: There will be cutbacks in spending that will necessarily 
affect public investment. This will be done selectively, in order to achieve 
greater effectiveness with less spending. Taxes, which are necessary, have 
to be heavier on owners and shareholders and lighter on business. 


National Movement: We would reduce public sector spending by 3.2 billion 
colones in 1982. Social security programs will not be affected. Any new 
tax that is not designed to rectify the current situation should be avoided. 
Tax rates should be cut. 
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United People: The problem is not the size of the public sector, but rather 
the unproductive bureaucracy that it feeds. Spending will not be curtailed; 
it will be channeled to those who need it the most. No more taxes on the 
people. Heavier taxes on the millionaires. No more exemptions for big 
business. 


Unity: Aims at a cut of 2 billion colones in public spending in 1982. The 
country should, in general, pay 1 billion colones in taxes to the central 
government. Some public sector jobs should be cut when private enterprise 
can absorb them. Would boost revenues by 1 billion colones. 


Issue: Common Market 


National Liberation: Necessary steps will be taken to insure growing regional 
trade that benefits all members of the integration program. There is also 
a potential for markets outside the region. 


National Movement: Will define Costa Rica's position in the Common Market, 
which is going through difficult times. If this arrangement eventually 
breaks up, tliere is always the possibility of bilateral treaties. 


United People: Is convinced that the integration process is over; nothing can 
be done about it. The subsidiaries of the transnationals flourished under it. 


Unity: Will maintain relations with the countries of the region. Its ambition 
is to win new markets for traditional and nontraditional products. 


Issue: Landownership 


National Liberation: The Institute of Lands and Settlement (ITCO) has enough 
land in reserve to transfer to peasant farmers and thus create more rural 
landowners in an eminently democratic fashion. 


National Movement: The ITCO Law is adequate, but what we also have to do is 
set up an organization comprising ITCO, the National Production Council and 
a bank so that the entire production process can be guaranteed for peasant 
farmers. 


United People: Transfer of lands to peasant farmers who have none or very 
little. Spurring the formation of cooperatives on the basis of each individual's 
free choice. Technical assistance, soft loans, just prices. 


Unity: Parcel out or utilize the lands that the ITCO already owns; provide 


technical assistance and credit. The best way to pursue agrarian reform is 
with a tax system that hits idle land. 


8743 
cso: 3010/198 


51 

















COUNTRY SECTION COSTA RICA 


CARAZO: INVESTMENT FROM ORIENT TO INCREASE 
San Jose LA REPUBLICA in Spanish 18 Oct 81 p 3 


[Excerpt] The Republic of China has decided to become a distributor of 
Costa Rican products for its neighbors in the Orient and to buy $3 million worth 
of Costa Rican goods. It is also giving the University for Peace $100,000. 


These were the major points on which agreement was reached in recent days 
during President Rodrigo Carazo Odio's visit to China to take part in the 
celebration of the 70th anniversary of its independence. 


The president, who arrived at Juan Santamaria International Airport yesterday 
at noon, took advantage of the trip to visit South Korea and Japan too, 
where he outlined the country's situation, indicated our receptiveness to 
their investments and met with Mexican President Jose Lopez-Portillo during 

a stopover there Friday night on the way back to Costa Rica. 


Carazo said that in addition to taking part in the commemoration ceremonies, 
he had work sessions in both Taipei, Seoul and Tokyo, the capitals of the 
three countries, adding that China had decided to purchase $3 million worth 
of our industrial goods, foodstuffs and medicines in particular, in addition 
to meat and coffee. China is also going to give the University Council of 
the University for Peace $100,000 when it opens up next month. 


In South Korea, Carazo and local officials analyzed the possibility of 
increased trade between the two countries, and both Carazo and First Lady 
Mrs Estrella Zeledon de Carazo received personal decorations. The president 
was also awarded a doctorate from Seoul University. 


Carazo also described his tour of the "demilitarized zone" that has divided 
Korea in two since July 1953 and that is policed by the UN. The president 
referred to this situation in commenting on tle country's willingness to 
aid the University for Peace. 


In Japan, the chief executive heard Japanese firms say they would boost 
investment in Costa Rica. He outlined the impact of the region's economic 
problems to the Japanese Diet and to members of the Chamber of Businessmen 
and Industrialists. 
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With regard to his mee. .g with Lopez-Portillo, Caraza said that as a result 
of it Mexico would be earmarking $180 million for Costa Rican farming and 
industry. He met with the Mexican president to express to him Costa Rica's 
gratitude for the policy of cooperation that Mexico has pursued and to 
outline the government's views on the upcoming conference among presidents 
of rich and poor nations in Cancun, where Lopez-Portillo will represent the 
countries of the region. 


The president was welcomed home by ministers and executive presidents of 
autonomous institutions, and as a security measure high-level police officials 
were stationed both at the airport and along General Canas Highway, which 
leads to San Jose. 


The chief executive also met with the ministers who were in the Diplomatic 
Lounge at the airport. 
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COUNTRY SECTION COSTA RICA 





BRIEFS 


MONGE STRESSES COUNTRY'S NEUTRALITY--"Under no circumstances will Costa Rica 

establish an army again," asserted Luis Alberto Monge. "Costa Rica," he 

added, "will be absolutely neutral in the event of an armed conflict in 

Central America."' The National Liberation Party candidate made the state- 

ment to American Congressman Thomas E. Petri. Monge went on to say that he 

disagrees with the rumors going around about a possible armed confrontation 

among the nations of Central America, a reference to the friction between 

the Sandinists and the countries in the northern part of the isthmus. He 

concluded his comments in this regard by asserting: "But I do know how 

Costa Rica would react to an outbreak of war in the region." Monge expanded 

on this statement and explained that he would ask the Organization of American | 
States to send a large enough force "to guarantee the neutrality of Costa | 
Rican territory, a peacekeeping force all along the country's border." 

Monge stressed that "Costa Rica will remain absolutely neutral at all costs." 

[Text] [San Jose LA NACION in Spanish 17 Oct 81 p 8A] 8743 
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COUNTRY SECTION | NICARAGUA 


ATTITUDE OF COMMUNIST UNIONS CRITICIZED 
Banana Union Statement 
Managua EL NUEVO DIARIO in Spanish 13 Oct 81 pp 1, 10 


[Text] The stance taken by the leaders of MORE [Workers' Revolutionary Movement] 
and the Labor-Union Action and Unification Confederation (CAUS) at banana plantation, 
is suspicious and threantens workers" interest. 


This opinion was expressed yesterday noon by members of the board of directors of 
the Union of Workers and Employees of the Western Banana Union, affiliated with — 
the Sandinist Workers Federation (CST). 


MORE and CAUS are worker organizations that receive political guidance from the 
Communist Party of Nicaragua. In recent weeks, MORE and CAUS members have devoted 
themselves to stirring up dissent among banana plantation workers. 


Rafael Palacio, a director of the Western Banana Guild, stated that the MORE and 
CAUS leaders are trying to put the workers in a confusing position by provoking 
stoppages and strikes, thus countermanding revolutionary laws such as the Economic 
and Social Emergency Decree. 


He also noted that there have always been differences with them, but that they 
were overcome with dialog. Now, however, those leaders, who claim to be revolution- 
aries, have put their differences into practice. 


Victorino Espinales, secretary general of the Western Banana Union, said that the 
workers will not permit MORE and CAUS to continue engaging in the same activities 
as the reactionary parties and the imperialists, all of which are aimed at 
destabilizing the Revolutionary Government. 


Other Activities 


The directors pointed out that members of the Sandinist Peoples Army are patriot- 
ically dedicated to defending our borders, while MORE and CAUS, encouraged by the 
_ommunist Party, are publishing leaflets criticizing the revolutionary process. 


While in all cities of the country the people are mobilizing to be on guard 
against any imperialist aggression, these organizations did not publish a single 
communique to protest "Halcon Vista," they commented. 
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Furthermore, some even tried to get banana plantation workers to stop working. 
They also referred to a CAUS leaflet which maliciously implied that Sandinism is 
not the solution for Nicaragua. 


"This is very serious," said Espinales, "because they are playing around with 
something very important and delicate, the Revolution, which is the same thing as 
the bright future of Nicaraguan workers." 


Hands Off 


Anyone who lifts a hand to strike down the Revolution will see that hand cut off, 
he stressed. 


He indicated that MORE and CAUS took advantage of a destabilizing maneuver by the 
transnational company Standard Fruit to get workers to engage in a stoppage. 


To top it all off, said Espinales, in these activities they have formed an 


alliance with the Nicaraguan Workers Federation (CTN) and the CUS [Labor 
Unity Federation]. 


Labor legislation provides that anyone working on 14 and 15 September must 
receive double pay. The Standard Fruit Company, through its representative Carlos 
Abarca, tried to manipulate the situation by offering to pay triple for those days. 


Later it made sure the workers learned that Abarca had asked about how 14 and 15 
September were to be paid. The Departmental Labor Inspector's Office said that it 
would be double pay, of course, and then the transnational's representative said, 
"I wanted to pay triple but the Labor Inspector's Office and the CST said no." 


After that dirty trick, MORE and CAUS, in league with the rightist groups CTN and 
CUS, began agitating, claimed Espinales. 


Juan Gonzalez, former secretary general of the CST, stated yesterday regarding 
the events of Chinandega that the CST will issue a clarifying statement about the 
attitude of CAUS, which from a _ supposedly leftist position is attacking the 
Sandinist Peoples Revolution. These attacks coincide with the positions taken by 
the Nicaraguan reactionaries and the imperialists. 


Refusing to follow the revolutionary leaders seriously harms the workers' inter- 
ests, said Gonzalez. The document will be released in mid-week. 


CAUS Document Discussed 
Managua BARRICADA in Spanish 16 Oct 81 p 3 
[Commentary by Onofre Guevara L. ] 
[Text ] Between political naivete and ideological dogmatism there is enough room 
to launch any antirevolutionary activity with minimal risks, without discounting 
the possibility that it will degenerate into overtly counterrevolutionary atti- 


tudes. Because both causes are potentially threatening to the stability of the 
process, neither of them deserves the benefit of tolerance. 
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We are referring to the "notes on the serious economic crisis in the country and 
the about-face of the Sandinist Revolution," an insult raised to the level of a 
document with the endorsement of the Labor Union Action and Unification Confed- 
eration (CAUS), a workers' group that has plunged into the ideological thicket of 
"innocent" socialism, which is equally hemmed in by dogmatic rigidity. This is 
not the first criticism, and there will surely be more resulting from the inter- 
nal squabbling in the labor movement; because although the leading group that is 
involved in these problems is not very significant, from an ideological stand- 
point it poses a great danger because of its Pegasean simplism. The sane and cor- 
rect interpretation of the historical moment we are living in should not be 
clouded for the working class, which includes rank-and-file members of CAUS. To 
permit such distortion would be tantamount to helping deprive the working class 
of its principal tool: a clear concept of reality. 





The crudity of the arguments set forth in the "notes" is no reason to ignore 
them; nor should the partial "rectifications" invite conformity. 


Beginning with the capricious use--and abuse--of objective economic data about 
the country (supplied by the revolutionary leaders in an unprecedented show of 
honesty and confidence), CAUS makes an abstraction of the external causes of the 
crisis, thus joining forces with the reactionaries; it accuses the Sandinist 
National Liberation Front (FSLN) of "paving the way" for the restoration of 
imperialist economic domination; it blames the FSLN for the development of a 
policy of "blatant disregard for the labor movement. .. ;"" and as a consequence 
of all these absurdities, it denies that the FSLN is in the vanguard, that it is 
anti-imperialist and revolutionary, to a ridiculous degree: the magic solution to 
everything lies in ". . . proceeding to the full implementation of the immediate 
program of the Nicaraguan Communist Party" (?). 


Perhaps at this point we should thank the CAUS leaders for having granted the 
FSLN the favor of returning its right to use its anti-imperialist nature. After 
all, their cretinism does not preclude generosity. But since this favor does not 
alter "the validity of the contents" of the document, as they have asserted, we 
shall see what wisdom that "validity" imparts to that defective document whose 
idiocy does not detract from its importance as an example of what could be an 
anthology of lessons in how not to interpret reality. 


Let us look at point 6: "Everything indicates that the private investment '‘'plan' 

was proposed by one Mr Enders during his stay in Nicaragua last August. And it is 
obvious that the National Reconstruction Government (GRN) and the FSLN are 
working in that direction. Here is proof: a) After Enders, a group of Latin Ameri- 

can businessmen arrived, and at a meeting with the Higher Council of Private Enter- 
prise (COSEP), INDE [Nicaraguan Institute for Development], the GRN and the FSLN, they 
agreed to make direct investments in Nicaragua in a partnership with Nicaraguan capita- 
lists. Days later that agreement was confirmed from Mexico, A recent visit by representa 
tives of Canadian ‘private enterprise' had the same results. b) The Economic and 
Social Emergency Decree of 9 September was transformed from a just measure 
awaited by our revolutionary proletariat into a kind of ‘State of Siege' for all 
urban and rural workers, who were ruined by the suspension of the ‘right to 
strike' and the establishment of a maximum sentence of 3 years in prison in 
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‘summary judgments' for those who engage in work stoppages and take over land. 
Apparently, the goal was to guarantee foreign investors the ‘social peace' 
mentioned in the decrees, through government repression." 


Never has anyone so justly been hanged with his own rope! 


It doesn't take much effort to realize that. We might only point out that: 1) 
with reckless audacity, they accuse the leaders of the process of having sold out 
to ‘one Mr Enders' the sovereignty won by several generations of heroic combat at 
the cost of precious lives, who will never meet their match among opportunists of 
any stripe; 2) they have shown incredible stupidity in confusing the free play of 
group interests (which cannot disappear by fiat) as part of a policy that has not 
been invented but rather responds to a reality that cannot be capriciously 
evaded, .nless (as “everything indicates," in CAUS' case) an unconsciously provoc- 
ative policy is pursuec through an inability to grasp the importance of the Revolu- 
tion as a historical project and its international ramifications; 3) they are 
completely disoriented and ignorant of history, because they are unaware that 
this Revolution is a class phenomenon, and is thus supported by the workers, and 
should impose laws that guarantee its principal conquest (the Revolution itself), 
putting off immediate satisfaction in order to clear the way for more profound 
conquests; and 4) the labor movement is short-sightedly ignoring the political 
value of the takeover, which gave the workers' struggle an added dimension, in 
which all action that paralyzes economic reconstruction threatens their stability 
for the sake of the dubious right to strike against the strategic interests of 
the working class. 


The right to strike is a historic conquest of workers here and everywhere, but a 
strike (besides being an unpleasant recourse) is limited to an unjust, pater- 
nalistic social order and is of little or no use in a society that is striving to 
create an economy in which political power will give us the ultimate conquest, a 
society without exploitation or injustice. 


CAUS Leader Replies 
Managua LA PRENSA in Spanish 14 Oct 81 p 14 


[Text ] Alan Zambrana, secretary general of the Labor Union Action and Unification 
Confederation (CAUS), in an interview with LA PRENSA this Tuesday 13 October, 
rejected the assertions made by Cmdr Bayardo Arce in different media to the 
effect that that organization was sabotaging the revolutionary process. 


"This conflict derives from the publication of a document in which CAUS informed 
the workers of a series of statistics on the economic crisis in this country. 
This document was backed up by our labor organization and the Communist Party," 
stated Zambrana. 


However, Zambrana did point out what he called an error in interpretation in 
point 6 of the document, which states "that the private investment plan was 
proposed by one Mr Enders during his stay in Nicaragua last August. And it is 
obvious that the GRN and the FSLN are working in that direction." 
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"That was an incorrect interpretation, because it calls into question the 
anti-imperialist attitude of the FSLN,"' added Zambrana. 


"Thus,'' Zambrana went on to say, "we corrected that error, but in no way did we 
detract from the validity of the document's contents or of the analysis it makes 
of the country's economic crisis." 


The labor leader indicated that the above-mentioned slip was largely due to the 
fact that "the government does not inform the people about its actions or about 
meetings with people such as Enders who come to this country. The president of 
the Inter-American Defense Board of the OAS also came here, and no one knows what 
was discussed with him. Capitalists from Europe, Latin America, etc. have come 
here and arrangements have been made, but no one knows about them. There have 
also been commitments through loans, and the people don't know what those loans 
entail. Thus, the very lack of information from FSLN leaders and the National 
Reconstruction Government causes us politicians *to come to erroneous conclusions 
about some problems that our revolution faces," Zambrana stressed. 


When asked about the repercussions this matter will have at the level of the 
Labor Union Coordinator, he indicated that an ideological struggle is being waged 
in this country to deal with the economic crisis. 


"At the level of the Labor Union Coordinator," he said, "'CAUS has participated in 
discussions about the State of Emergency measures, such as the suspension of the 
right to strike and the ban on taking over companies and land, for which a prison 
sentence of 1 to 3 years was established." 


"That aspect of the State of Emergency was criticized within the CSN [Nicaraguan 
Union Coordinator] by CAUS, by the General Labor Confederation-independent (CGT-1i) 
and the Workers Front (FO)," he explained, pointing out that this has also meant 
that the Labor Union Coordinator has been unable to take a specific stand as such 
on the measures because of the lack of agreement. 
In another part of the interview Zambrana maintained that one of the main 
problems in our country is the fact that we are being decapitalized, "in the 
sense that just the interest payments on the old foreign debt which we inherited 
from Somoza amount to 50 percent of our export earnings this year, and by next 
year we will be paying out 82 percent of our export earnings." 


8926 
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COUNTRY SECTION NICARAGUA 


SANDINIST UNION OFFICIAL DESCRIBES CST'S TASKS 


Managua BARRICADA in Spanish 1 Oct 81 p 16 





[Text] Nathan Sevilla, member, National Executive Committee, CST (Sandinist Workers 
Federation), said yesterday that defense is the priority line to be implemented 

in that organization while one must also concentrate very much on the production 
tasks within the national emergency plan. 


Going into further detail regarding the specific tasks that were presented by way 
of guidance to the rank and file of the CST in order to cope with the economic 

and social crisis, Sevilla noted that the integration of the labor unions into the 
Sandinist People's Militia is an urgent necessity because there is a direct threat 
of aggression against which one must be mobilized. 


"However, the production tasks cannot be neglected this is why the defense of the 
production centers, through the local militia units, is very important, as is the 
integration of the workers into the reserve battalions and, when the situation 
demands, they must be ready to join the Mobile People's Militia," the worker leader 
said. 


Production Goals 


Although Sevilla pointed out that defense is a priority mission, production must 
not be relegated to a secondary position. Along with the tasks of integration 
into the militia units, the CST must also protect jobs. 


What are the mechanisms the workers will implement to control this task? Sevilla's 
answer was that this implies revolutionary vigilance against economic crimes, 
capital flight, and at the same time the Ministry of Justice must be told to be 
more energetic in cases of decapitalization. 


The leader pointed out that the ministry on various occasions did not give much 
credence to the evidence supplied by the workers and that gave some business opera- 
tors enough leeway to turn over the shell of an enterprise and to take the money 
out of the country. 
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Watch the Thieves--Will There Be Denunciations 


The CST specifically also wants to make sure that its members will be alert in 
watching out against any acts of theft. This means that the working class cannot 
allow a situation where in many workplaces two or three individuals, who steal, 
cause a place of employment to be closed down. 


"We are not going to defend individuals who do damage and we will also fight against 
alternate workers who try to get in on jobs," said Sevilla. 


He mentioned the fact that cases have been discovered where certain managers in 
some enterprises and even workers have been manipulating the very existence of jobs. 


"In the fight over the alternate workers," he pointed out, "we will implement 
mechanisms not only in the government but also in the enterprises that turn out 
capital goods. Many of them are showing rising production costs because they are 
having expenditures greater than the capacity the industry can handle." 


"This is why," he emphasized, "it is the responsibility of the revolutionary labor 
union movement to report these cases to the government; at the same time it is 
hoped that, through the implementation of the emergency laws, it will be possible 
to exercise stricter control especially in the area of people's property." 


Putting an End to Inefficiency and Low Productivity 


"The alternate workers," he added, "and the reduction of work norms have caused 
inefficiency and low productivity. These indicators have declined 25 percent in 
some cases; that is bad because, instead of educating the working class in the 
traditions of creative work and of the vanguard, it causes damage, such as paternal- 
ist, populist, petty-bourgeois attitudes; it also foments loafing, as well as an 
easy-going attitude among the workers of Nicaragua who traditionally had a high 
production capacity. 


"The problem is that we have lost sight of the fact that an increase in output in 
a revolutionary system is a conscious act aimed at a noble goal, designed to 
satisfy the material and spiritual needs of the people without regard as to the 
scarifice of the working masses," said Sevilla. 


Along with defending jobs, the CST is also trying to develop the creative capacities 
of the workers. At Fabritex, for example, a small group of Sandinist workers has 
been making spare parts to replace others which would have to be imported. 


But this is not only a matter of innovating and creating. Saving resources, shop 
materials, keeping inventories up to date, correctly planning the acceptance of 
investments, not permitting the flight of materials of any kind, especially in the 
APP [Area of People's Property]--these should be the tasks assumed by the enterprise 
production committees in which the management and the workers would participate in 
a coordinated fashion. 


Sevilla said that the labor union management board would demand action on their 
proposals for the elimination of shortcomings, provided the steps are withi: 1.9 
context of the national economy. 
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Coordination with Planning Ministry 


How is one to tackle the problem of unemployment which springs from the closing of 
enterprises for an indefinite period of time? "The CST," said the leader, "is 

seeking coordination with the Planning Ministry (MIPLAN) to work toward our real alter- 
natives to unemployment. Among these the labor union leaders are thinking of tasks of 
coffee-cutting, as well as the example of the workers set by 'The 3 F's', who decided 
to institute a shift system to provide job opportunities for 47 comrades who were 
temporarily suspended, while the raw material problem is being solved." 


However, Sevilla believes that coordination with the government will make it possible 
to broaden the view with other alternatives without however creating false expecta- 
tions that cannot be made to work; in this way one can prevent anarchy through 

the cajolery of right-wing and extreme left-wing sectors because "it is easy to 
criticize in an emergency but that kind of opportunism must be fought by con- 
scientious workers," added Sevilla. 


Is There a Political Price To Be Paid for Right-Wing and Extreme Left-Wing Positions? 


When questioned on the political price which the CST had to pay for the revolution- 
ary positions of the right and the extreme left in the labor union field, he noted 
that, so far, these positions have not affected the cohesion and unity of the 
worker movement directed by the CST and there have been meetings with workers 

who believe that it is a good thing that they are given a realistic picture of the 
Situation. 


He pointed out that the tasks designed to transmit the emergency measures consisted 
in general labor union meetings with the commanders of the revolution, meetings 

at work places, along with plans for a series of visits to the country's most im- 
portant enterprises with the participation of members of the national directorate 
of the FSLN and the national secretariat of the vanguard organization. 
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LABOR INDISCIPLINE IN STATE INSTITUTIONS SCORED 
Managua EL NUEVO DIARIO in Spanish 11 Oct 81 p 2 
[Article by Mirna Tenorio: "Death to Labor Discipline Breaches!"] 


[Text] Some days ago, going through some government agencies, we were able to dis- 
cover to our great discomfort that labor discipline leaves much to be desired 

in spite of the efforts that are being made and the campaigns that are being under- 
taken to fight against breaches of labor discipline; and we hasten to assure that 
this situation is mushrooming. 


However, it would be dishonest on our part not to admit that, in other institutions 
we visited, the understanding and consistent attitude of many employees is highly 
effective and, what is more important, they know that they are consolidating 

this revolutionary process through their devotion and efficiency. 


It might perhaps be very ambitious on our part to hope that every employee in the 
service of the people would understand during only 26 months of revolution that 
certain attitudes, which in earlier times were normal and even necessary, today 

no longer are reasonable and that, on the contrary, arriving late for work, making 
unnecessary telephone calls, petty theft, chatting in the corridors, and thousands 
of details which, together, add up to mountains of inefficiency, are the cancer 
which consumes the government machinery that no longer manages to be what it must 
be within a real revolution. 


It is probable that the short duration of this process might be tue factor that 
determines what we just described; but itis alsotruethat some persens hope that 

this situation will improve and that this way of goofing off among tiiose individuals 
will gradually disappear. 


Our hope therefore is based on the youth who, with its drive and growth, will develop 
entirely different and highly qualitative values for itself and we do not doubt 

that, as on other occasions, the youth of Nicaragua will know how to respond with 
firmness and resolution, as it has in the past. 


We present our words of incentive to the comrades who in a revolutionary form, day 
after day and in silence do their job to the fullest extent and who know that we, 
the citizens of Nicaragua, feel that we are represented and protected by their 
sincere actions. 
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To those individuals who still do not understand their real situation in this new 
order of things we issue an appeal to think deeply, to discard their antipopular 
attitudes and, united in one group, to advance this undertaking in which there is 
no turning back even though there may be barriers and obstacles on the way. 


Breaches of labor discipline constitute an endemic disease which can be found in 
many bodies and which must be fought until it has been totally exterminated. 
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COUNTRY SECTION NICARAGUA 


ULTRALEFTISTS TRYING TO DIVIDE LABOR MOVEMENT 
Managua BARRICADA in Spanish 10 Oct 81 p 3 


{Editorial from TRABAJADORES, of CST: "The Emergency: Another Fighting Weapon of 
the Workers" ] 


[Text] The worker movement within the revolution holds a position as the leading 
social class, as the chief moving force; its historical role is the role of a 
class which holds the initiative in order to lead not only its own force--which 
must be united in an iron fashion through revolutionary thinking--but also all the 
workers and strata of the people. 


During the state of emergency, some individuals on the side of anarchy and 
ultraleftism are trying to corrupt that united vision of the worker movement. 

They start with a false situation estimate in which they put, on the one side, the 
leadership of the state and the vanguard, the FSLN [Sandinist National Liberation 
Front] and, on the other side, the working class; this separation shows that they 
do not see in the FSLN and in the national reconstruction government a single line 
but that they try to create doubt about the democra*ic and revolutionary character 
of the government junta. 


Those who suggest this idea include in their immediate political program a demand 
for transforming the government junta while at the same time they say that they 
support the FSLN; the fact is that they are in this way playing into the hands of 
the right-wing reactionaries because it is precisely imperialism and the Spanish- 
American bourgeoisie who have the greatest i terest in destabilizing the democratic 
and revolutionary state which is gradually p. omoting the changes during the period 
of transition in an ever clearer and more precise struggle against the individuals 
who want to distort the facts and turn the clock back, individuals who hinder the 
efficient management of the government machine. 


These ultraleftist individuals, who are active in certain unionized sectors, assume 
positions of open confrontation with the revolutionary government and maintain a 
dual attitude in the national labor movement's coordinating bodies. Among their 
rank and file, they develop essentially anarchist attitudes, attitudes of opposition 
to the government, concealed behind left-wing radicalism. 


Looking at their position statements, we find that they coincide with identical 
arguments used by the right. For example, they try to show that mistakes in the 
management of the economy are the main cause for the economic crisis and that this 
must be blamed on the Sandinist government. To them, the general crisis of capital- 
ism, which is shaking all countries and which has caused Costa Rica to go bankrupt, 
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or which has plunged Honduras into severe austerity measures, has little or no 
importance. They forget--although a short time ago they criticized the right for 
forgetting the same thing--the phenomena of earthquake, war, plunder, capital loss, 
class struggle, and Yankee financial blockade. 


Political and ideological inconsistency is quite clearly here. Just a short time 
ago, we were united in fighting the right which was using those arguments against 
the revolutionary power; but now they vacillate and they adopt those same positions 
in this swamp of demagogy. 


Certain comrades in our allied labor union headquarters seem to have little conse- 
quence in the revolutionary spirit of the working masses. They believe, for example, 
that the working class is neither sensitive to nor capable of hearing the call of 

the revolution in an emergency situation; they focus on the military defense of the 
government as the main task and they think they can save the economy by making ever 
greater sacrifices, going even so far as to say that the working class must set the 
example because it is most interested in making sure that the revolution will not 

run aground, that it will survive the crisis and aggression. 


It would seem that there are some who are even happy that some worker sectors do 
not understand their revolutionary role and feel into the nets of confusion and 
confrontation with their own revolutionary government. We frankly believe that 
those leaders must change their attitude or that the labor union rank and file 
must make them seriously think about the negative consequences of their actions 
which resemble more a bad play in the midst of the life-and-death drama of the 
revolution. 


On the other hand, we do have broad agreement on the need of making clear how the 
worker movement must respond to the crisis, how the Ministry of Labor must handle 

the problems raised by the working class, and how the decapitalizers, who present 
themselves in disguise in asking that enterprises be closed down, must be inves- 
tigated thoroughly. It is only fair for the labor union movement to be consulted 

on every measure that will affect the workers; and it must be persuasion and 

thorough explanations that must assure the total support of the working class, other- 
wise we will have to stop the enemies or the irresponsible anarchists who confuse 
our rank and file with the noise they make. 


We must turn the new laws on the state of emergency into weapons in the struggle 

of the working class against the enemies of the revolution and our economy. Our 
efforts must not be wasted through empty discussions but must be concentrated on the 
tasks of defense and production. This is the only way for the revolutionary worker 
movement. The other ways--which divert attention toward the easy life, toward 
economism, or "normalcy'"--only deceive the people and generate false expectations. 
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COUNTRY SECTION PERU 


SELECTED PRESS ITEMS ON BASINS' INTERCONNECTION PROJECT 
Belaunde Supports Project 
Lima LA CRONICA in Spanish 21 Oct 81 p 5 


[Excerpts] In opening the meeting of the countries on the basins of the Orinoco, 
the Amazon River, and the River Plate in Lima, President Pernando Belaunde Terry 
outlined the features and the achievements of the South American river connection 
project, presenting a historical review of the continental integration process. 


He referred to the pre-Colombian epoch as "the era of mystery" in relation to these 
basins, in spite of their importance deriving from major forest products. But 

the area's boundaries were rather vague at a time when only nature was at work 

here. He then talked about what he called "the era of discovery" with Orellana 

and his successors who had the visionary restlessness of anticipating the vast river 
horizon known until then. Next, especially during the 19th century, came Von 
Humboldt, Castelnau, Herndon, Gibbon, Maury, and Raimondi, ushering in the "era of 
explorers" and of statesmen with vision, such as Sarmiento. Later came the "era 

of exploitation" with men such as Fitzcarrald, Arana, and Suarez and the action of 
the Brazilian pioneers which in part was aimed at rubber exploitation. Finally, in 
our age, began what we can call the “era of scientific penetration" with the de- 
tection of natural resources by satellite which, among other things, permit a massive 
evaluation of the forest inventory and a geological study that facilitates petro- 
leum exploration. The Brazilian Furtado Portugal proposed the seven variations of 
the Amazon--River Plate connection and the Venezuelan Jose Curiel proposed the same 
thing for the Orinoco. 


Computers made it possible to discover the mysteries of the Pantanal [vast swamp 
area] with its 200,000 kilometers of flooded land that can be the key to river con- 
trol in the Southern Horn. The Argentinian Gabriel del Mazo perhaps was clear- 
sighted advocate of the thesis of river integration. 


During our technological age, we are studying and building the Bolivarian "Forest 
Fdge" Highway at the foot of the Andean Mountains and in the forest highlands the 


ambitious Brazilian highway construction plan is under way around the Trans-Amazon 
Highway and the perimeter roads. 


Guarantee of Prosperity and Peace 


With the completion of South American river integration, the Orinoco--River Plate 
axis would be comparable to tne New Orleans--Quebec axis made up primarily of the 
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Mississippi and San Lorenzo Rivers through which continuity was provided for the 
system linking the Gulf of Mexico with the North Atlantic. The ocean link between 
the two river systems would be relatively short, through the Caribbean, on the 
level of the Island of Trinidad and the Gulf of Mexico. 


President Belaunde believes that the Quebec--Buenos Aires hemispheric water axis 
is of fundamental economic and strategic importance. Waterways are distinguished 
by their capacity to facilitate the transportation of voluminous and heavy freight 
at the lowest possible rates. Off the ocean leg, they offer the advantage of not 
being threatened by hypothetical submarine warfare. Their antiaircraft protection, 
from land, is relatively easy. Along both shores it is possible to set up indus- 
tries for easy access to raw material and energy. The system in North America is 
predominantly industrial while the system in South America is generously endowed 
with natural resources; they would supplement each other, constituting the back- 
bone of hemispheric supply and defense. Self-sufficient and invulnerable, the 
Hemisphere of Peace would be able, by virtue of its power and resources, to pre- 
vent a new world conflagration. 


Hemispheric Projection as Water Axis 


After the completion of South American river integration, the Orinoco--River Plate 
axis would be comparable to the New Orleans--Quebec axis made up primarily of the 
Mississippi River and the San Lorenzo River, supplemented by major engineering 
structures through which it was possible to provide for the continuity of the 
system linking the Gulf of Mexico and the North Atlantic. The ocean link between 
the two river systems would be relatively short, running through the Caribbean, 
past the Island of Trinidad and through the Gulf of Mexico. 


President Belaunde believes that the Quebec--Buenos Aires hemispheric water axis 
is of fundamental economic and strategic importance. Waterways are distinguished 
by their capacity to facilitate the transportation of voluminous and heavy freight 
at the lowest possible rates. Outside the ocean segment, they offer the advantage 
of not being threatened by hypothetical submarine attacks. Their antiaircraft 
protection, from land, is relatively easy. Along both shores it would be possible 
to establish industries for easy access to raw materials and energy. The system 
in North America is predominantly industrial and the system in South America is 
generously endowed with natural resources; they would complement each other, con- 
stituting the backbone of hemispheric supply and defense. Self-sufficient and 
invulnerable, the Hemisphere of Peace would be in a position, by virtue of its 
power and resources, to prevent a new worldwide conflagration. 
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BUENOS AIRES 





Hemisphere river integration 


Belaunde Opens Meeting 
Lima LA CRONICA in Spanish 19 Oct 81 p 2 


[Text] A meeting of delegates from the countries along the basins of the Orinoco 
and the Amazon rivers and the River Plate began today in the baronial setting of 
Goyeneche House, opposite the Foreign Office; the purpose was to take up the vital 
problem of linking those rivers, along with their relationship with major projects 
involving road construction, with special emphasis on the Bolivarian Forest Edge 
Highway which would cross the grandiose water axis at Asuncion and which would touch 
navigable points in its basins in the Arauca, Meta, Putumayo, Napo, Huallaga, 
Ucayali, Madre de Dios, Beni, Yapacani, and other rivers. 


President Fernando Belaunde Terry, whose support for the idea of continental phy- 
sical integration is well known, as indicated in both of his constitutional admin- 
istrations, will open the meeting and will maintain contact throughout the week 
with delegations from governments and international organizations present. 


Participating, among others, will be the outstanding Venezuelan specialist Jose 
Curiel, a big promoter of development for Amazonia, and famous experts, such as 
Antonio Bustos, of Colombia; Teodoro Bustamante Munoz, of Ecuador; Vanda Lage 
Magalaes, of Brazil; Guillermo del Bosco, of Argentina; Rodney Acevedo, of Paraguay; 
and delegations from Bolivia and Uruguay which are being accredited. 
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The Romanian-Venezuelan exriorer Georgescu, one of those who represents an important 
university in Caracas, made a river journey along the 10,000 kilometers separating 
the Orinoco delta from the mouth of the River Plate. Only on 7 percent of the dis- 
tance and at three separate points on Venezuelan and Brazilian territory did they 
have to move their boat, the "Miculina," by highway, since the boat has a draft of 
3.5 feet. Later on, on a supplementary exploratory journey, they reached Pucallpa, 
in Peru, and the confluence of the Napo and Coca rivers in Ecuador. This journey 
was made during vacation time. 


The engineering structures required are rather considerable but would not present 
any maj»r difficulties, nor would they call for any excessive investments, keeping 
in mind the incalculable benefits accruing to the continent. 


Outstanding Peruvian specialists will participate in this historical technical 
gathering which marks a bright beginning for this combined development effort. 


International Organizations' Participation 
Lima LA CRONICA in Spanish 18 Oct 81 p 2 


[Text] The first technical meeting specializing in the connection of the basins 
of the Orinoco and Amazon rivers and the River Plate will be opened tomorrow by 
President Fernando Belaunde Terry at 1200 in Goyeneche House. 


This event is in line with an initiative taken by the president of the republic 
who, in keeping with the country's integrationist pursuits, suggested at the start 
of his constitutional administration that it would be advisable to concentrate on 
the development of the South American continent within an overall perspective, 
linking the basins mentioned through a multimodal transportation system in which 
the Bolivarian Forest Edge Highway would be the main link between the three basins. 


According to press dispatches from the Ministry of Foreign Relations, this gather- 
ing will be attended by delegations from the Republics of Argentina, Bolivia, 
Brazil, Colombia, Ecuador, Paraguay, Peru, Uruguay, and Venezuela. 


Some international and Latin American economic cooperation organizations will also 
send delegations, as will the UN, the OAS, the World Bank, and the Inter-American 
Development Bank. 


President Belaunde's initiative aimed at connecting the three hydrographic basins 
is considered by experts to be the key in the physical interconnection of 11 
countries. 


During the mecting, Latin American engineers will, on the spot, examine the planning 
and scope of the Peruvian proposal and President Belaunde, on Saturday, 24 October, 
will invite the delegations to visit the section of the Forest Edge Highway in 
Pucallpa. 


An economic publication prepared by the Andean Group asserts that the Forest Edge 
Highway will become tie backbone of a physical integration plan which will practi- 
cally cover the entire territory of South America. 
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The integration project proposed by Peru covers Bolivia, Colombia, Ecuador, Vene- 
zuela, Brazil, Argentina, Uruguay, Paraguay, Guyana, and Surinam. 


It will consequently permit the highway integration of three areas, that is, the 
Andean Group, the Amazon Pact, and the River Plate Basin. 


The countries of the Cartagena Agreement--Bolivia, Colombia, Ecuador, Peru, and 
Venezuela--have comuon interests and joint programs for physical integration with 
a projection in terms of lines of communication toward other nations on the con- 
tinent. 


The members of the Amazon Pact--Brazil, Surinam, and Guyana--in addition to the 
five Andean countries, have, as their priority objective, spelled out in the Amazon 
cooperation treaty, transportation and communications in the vast and unexplored 
Amazon basin. 


The River Plate Treaty consists of the following: Bolivia, Brazil, Argentina, 
Uruguay, and Paraguay; the primary objective is to make optimum use of the water 
power resources in that basin. 


Finally, the Forest Edge Highway will link the basins of the Orinoco and the Amazon 
rivers and the River Plate, thus boosting the integration process promoted by the 
Cartagena Agreement with a view to promoting and expanding trade. 


Among the countries of the Andean Group, the Forest Edge Highway accounts for more 
than 6,000 kilometers in that gigantic highway net; Peru has 2,460 kilometers; 
Colombia has 1,320 kilometers; Ecuador has 860 kilometers; and Bolivia has about 
1,000 kilometers. 


Proposal Deadline Set for April 
Lima LA CRONICA in Spanish 23 Oct 81 p 3 


[Text ] The project for the interconnection of the Orinoco and Amazon river basins 
and the River Plate basin will be completed within 6 months and this will make it 
possible to complete the waterway and highway interconnection of nine South American 
countries. 


For this purpose, the representatives of the countries involved in this ambitious 
undertaking will meet again next April, this time in Bolivia, to put the finishing 
touches on the project and immediately to start construction on this colossal 
project. 


This announcement was made yesterday by Venezuelan deputy Jose Curiel Rodriguez 
during a briefing given in Government Palace, indicating that 70 percent of the 
10,218 kilometers included in the main axis of these basins, already consist of 
river waterways fashioned by nature. 


Of the remaining 30 percent, approximately 3,065 kilometers, dredging work is 
required in 26 percent and connection work is required in 4 percent, the member of 
parliament from Venezuela added. 
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Curiel Rodriguez is in Lima representing his country at the first special technical 
meeting on the interconnection of these basins, an event which is also attended by 
delegates from the other eight South American countries plus delegates from ten 
international development agencies. 


The waterway and highway interconnection of the South American countries will permit 
not only better internal communication but will also make it possible to utilize 

the vast energy, agricultural and livestock, and tourist resources of these regions 
through which these basins extend. 


It will also make it possible to populate vast areas in the interior of the South 
American continent, preventing the current tendency of over population along the 
coast. The interconnection of the basins will on the other hand also have strategic 
military value. 


After stressing the efforts made by President Belaunde in materializing this pro- 
ject, the Venezuelan deputy expressed the need for its prompt execution because, 
at this time, due to the absence of an internal interconnection, only 14 percent 
of the trade volume is handled between South American countries. 


The remaining 86 percent of the trade volume involves areas outside this part of 
the world, so that these countries cannot avail themselves of the vast resources 
that could help them put an end to their status as developing nations. 


Curiel Rodriguez was minister of public works in Venezuela from 1969 until 1974; 
he said that the investments made in the project would be recovered only by ex- 
ploiting the energy resources of the regions in these basins. 


He concluded by saying that South America in this respect has been privileged by 
nature since it has the world's biggest natural canal with a total of 50,000 
kilometers of river network. 


Foreign Trade Expectations 
Lima LA CRONICA in Spanish 19 Oct 81 p 2 


[Text] The hemisphere will be practically invincible upon completion of the world's 
biggest waterway between Quebec, Canada and Buenos Aires, Argentina, to which will 
be connected the South American basins of the Orinoco and Amazon rivers and the 
River Plate, President Fernando Belaunde Terry said yesterday. 


During his usual press conference in Government Palace he said that the planned 
Quebec--Buenos Aires axis is of worldwide significance; it will only be interrupted 
in the Gulf of Mexico and the Caribbean Sea. 


Belaunde Terry confirmed that the first specialized technical meeting on the con- 
nection of these basins will start today, Monday, 19 October, in the capital, and 
will last throughout the week, until 24 October; the conference will be attended by 
all countries interested in the South American basins. 
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Talking about river and waterway integration for the basins of the Orinoco and 
Amazon rivers and the River Plate, the statesman said that this would provide con- 
tinuity between Buenos Aires and the Orinoco delta. 


This continuity is of great importance because all countries can thus exchange their 
raw materials by water, and this at the same time signifies the opening of new 
markets, he noted. 


Trade 


For example, Peruvian products could be shipped all the way from Buenos Aires by 
water and we would have a very direct connection from Madre de Dios via river, he 
noted. 


We are ready to receive the delegations with the utmost enthusiasm and we are going 
to work throughout the week on this water axis and also on the land axis which of 
course is the Forest Edge Highway, he announced. 


Engineering work is required in Venezuela, in Puerto Bello, along with connection 
and canal projects on the navigable section of the river from Huapore and along 
the Paraguay river, for the purpose of river and waterway integration in this part 
of the continent. These are relatively simple projects, he said, since their 
financing shouid not exceed $1 billion. This is something on the scale of the 

IDB and the World Bank, he pointed out. 


Great Project for the Future 


He announced that the section from the Orinoco (Venezuela) to Buenos Aires is 
10,000 kilometers long, indicating that it has already been covered by a pair of 
Romanian-Venezuelan sailors, the Gorjeseu [as published] brothers on board a boat 
with a draft of 0.5 feet. 


The work should not last more than 5 years or perhaps up to a decade, he said, 
noting that this is a big project for the future. 


Concerning the specialized technical aspects, he announced that Peru expects to 
propose that the feasibility studies be prepared, although at another meeting 
another country turned out to be interested in getting the plans completed and 
deciding to carry the project out. 


The work as such will be done on the territories of Colombia, Venezuela, and 
Brazil but the benefits would come to all countries, he added. 
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COUNTRY SECTION PERU 


EDITORIAL SCORES GOVERNMENT REPRESSION 
PY060219 Lima MARKA in Spanish 22 Oct 81 p 11 
[Editorial: "Along the Military Course"] 


[Text] Armed struggle as an expression of anger by the oppressed masses is a long- 
standing tradition in our country. Popular revolutionary violence has always been 
by definition a reaction to oppression to which ruling classes have subjected the 
national majority. This is a just and optimistic reaction even though it has never 
succeeded so far. Manco Inca II and Tupac Amaru were able to lead their well-known 
rebellions because their peoples had been oppressed unbearably. 


The workers of La Protesta [not further identified] would have been unable to launch 
the struggle for the 8-hour workday had there not been intolerable abuses against 

the workers of Peru's incipient industry at the beginning of the century. Had 

there not been an oppressive system of land ownership incompatible with human dignity, 
there would not have been hundreds of peasant uprisings and land occupations re- 
sponsible for the bloodshed during the latest decades of our history. In sum, had 
we lived in a state of social justice, of rational and democratic distribution of 
socially produced wealth, had there been an equally shared freedom and equal oppor- 
tunities, it is certain that there would have been no popular revolutionary violence. 
The reason for this is a simple one: social justice and democracy imply that the 
oppressive violence of the ruling classes has been eliminated and this oppressive 
violence is the source of every other kind of social violence. 


However, here in Peru we are not even close to any revolutionary option to armed 
struggle, and anyone who does not wish to stray from reason is bound to admit that 
here we are witnessing a process of exacerbation of social violence. Every kind 
of violence. There are actions carried out by people prompted by impatience and 
idealism, these actions are haphazard and lacking in modern means and techniques. 
There is also violence from the enemies of the people and of progress in general, 
more sophisticated and destructive actions where the terrorist is a mere cog in 
the political machine. We are convinced that reactionary violence is stronger and 
more widespread than revolutionary violence. We also sincerely believe that anti- 
terrorist operations, far from suppressing social violence, will fan it, with the 
historically aggravating circumstance that these operations have increased the 
weight of oppressive violence. 
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armed struggle, advocated by slogans painted on walls and by leaflets, is the ex- 
pression of a reaction to the prevailing hunger and impoverishment. It is a bad 


reaction today, to be sure, but the role it plays in the overall violence which reigns 
in the country is far from a leading one. 


The government has tried to confuse the people by blaming terrorism on revolutionary 
violence. The decision to oppose social violence with more oppressive and legalized 
violence presupposes the acceptance of two premises which clearly reveal the nature 
of the current government: one is that hunger and oppression cannot be dealt with by 
the rules, and the other is that an attempt will be made to defeat terror and vio- 
lence with more terror and violence. Belaunde is steering democracy along the 
military course. 


CSO: 3010/249 


76 








COUNTRY SECTION PERU 


BRIEFS 


PERUVIAN SUGAR EXPORT QUOTA--The chief of the Peruvian delegation to the GEPLACEA 
(Group of Latin America and Caribbean Sugar Exporting Countries) conference has 
reported that Peru obtained the support of GEPLACEA countries to maintain its ex- 
port quota which is estimated at 330,000 tons per year. Maria Jesus Hume added 
that Peru obtained this support despite the fact that it has not made any sugar 
exports in the last 2 years because of the drought affecting the coast region which 
yields most of the national sugar production. Peruvian sugar production should to- 
tal 500,060 tons this year. [Buenos Aires LATIN in Spanish 2244 GMT 23 Oct 81 PY] 
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COUNTRY SECTION VENEZUELA 


BRIEFS 


PRC DELEGATION--A People's Republic of China education group headed by Vice Education 
Minister Zhou Lin arrived in the country to continue the cooperation projects in the 
tield of intelligence development. They will meet with the Venezuelan education 
minister and with the minister of state for intelligence development and with the 
rectors of two universities. [PA311258 Caracas Radio Continente Network in Spanish 
2100 GMT 30 Oct 81] 


LUSINCHI TO SEEK AD'S NOMINATION--Caracas, 30 Oct (LATIN-REUTER)--Dr Jaime Lusinchi 
today launched his campaign for the presidential nomination by the opposition party 
Democratic Action (AD) after his resignation last night as secretary general of the 
party. Lusinchi, 62, faces David Morales Bello, party leader who also seeks his 
nomination for the 1983 elections. Lusinchi's decision was announced during a 
meeting of AD's national leadership committee, which appointed Manuel Penalver as 
the new secretary general of the party. Democratic Action, of social democratic 
tendency, ruled the country with President Carlos Andres Perez between 1973 and 
1979, and is one of the two most important political organizations in the country. 
The other party, COPEI, of social Christian tendency, is currently in power with 
the government of Fresident Luis Herrera Campins. [Text] [PA310405 Buenos Aires 
LATIN in Spanish 0040 GMT 31 Oct 81] 


AL-QADHDHAFI'S SPEECH VIA SATELLITE--Caracas, 4 Nov (EFE)--Mu'ammar al-Qadhdhafi, 

the controversial head of the Libyan revolution and author of "the Green Revolution," 
will talk with Venezuelans via satellite. Al-Qadhdhafi will answer questions posed 
by the participants in a conference about the Third International theory proposed 

in his book. Al=-Qadhdhafi will be seen on a huge screen which will be installed 

in the auditorium of the Central University of Venezuela. Advanced audi-visual 
techniques will make it possible for the 350 persons who have been invited to the 
event to talk with the Libyan leader as if he were present in the conference room. 
This is the third meeting in Third World countries to discuss "the Green Revolution." 
The first one was in Benghazi in 1979 and the second was held in Madrid, in 1980. The 
basic philosophy of "the Green Revolution" is that the government should be in the 
peorle's hands. This is a new approach involving withdrawal of the leaders or 
presidents, giving the people total responsibility for decisionmaking. Al-Qadhdhafi's 
book covers three aspects of democracy: the ideological, economic and social. The 
differences and similarities between Arab and Western civilizations will be analyzed 
at this conference in Caracas from 12-15 November. Delegates from Eruope, Asia, 
Latin America and United States will participate in this meeting. [Text] [PA051634 
Madrid EFE in Spanish 2304 GMT 4 Nov 81] 
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